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EDITORIAL 


As We See It 


Current comment upon the possibility of an 
early depression and the prescriptions offered 
for its prevention or cure strikingly reveal the 
impression New Deal and New Deal-like pseudo- 
economic philosophy has made upon the thought 
of the average individual. Here and there, too, a 
_.!voice. stimulated by the older and much more 

told Sous of business ups and downs is heard 

—much to the gratification of the thoughtful 
citizen who has never been able to summon much 
faith in the learning of lawyers, social workers 
and politicians-become-economists-overnight dur- 
ing the mad years under Presidents Roosevelt 
and Truman. 

It was only the other day that the world was 
told by the former chief economic consultant of 
President Truman that the world would never 
see—or at all events the United States would 
mever see—another depression. “We” have 
“learned” too much, so the story goes, about 
what causes these horrible affairs, and now 
“know” too much about how to prevent or to 
cure them—all thanks to the leadership of the 
crack-pots who infested Washington during the 
years 1933 to 1952. The fears now heard here 
and there that we even now are threatened by 
such a phenomenon are quite unfounded, accord- 
ing to this authority, who was until recent years 
a lawyer with a facile style of writing and 
speaking. 

Politicians — and some others, too, for that 
matter—are not lacking who never tire of warn- 
ing that a severe depression on the order of the 
1929 debacle must inevitably follow upon any 
substantial deviation from New Deal policies or 


Continued on page 36 





DEALERS 


Outlook for Business, Interest 
Rates and Stock Market 


By KENNETH L. TREFFTZS, Ph. D.* 


Head, Department of Finance, School of Commerce, 
University of Southern California, Los Angeles 


In appraising economic outlook for trust investments, 
Dr. Trefftzs discusses the probable trend of interest 
rates, the demand for and sources of funds, and the 
prospects for sound fiscal policy. Also considers fac- 
tors affecting equity securities and the stock market. 
Sees outlook good for corporate earnings, and says inter- 
est rates are not likely to go higher. Projects future 
trend of stock market over next six years. 


Usefulness of Forecasts 


All kinds of decisions—investment decisions, govern- 
ment decisions, business decisions — must be made to 
determine future policies. Many of the policies decided 
on may not be carried out as they were originally con- 
ceived for they are subject to con- 
stant review and amendment. Anyone 
who makes business decisions indi- 
cates that he has made or has ac- 
cepted a forecast of what is to be. 

There is no way, however, of 
judging the wisdom of a particular 
forecast. If a competent analysis of 
economic data shows a point of 
weakness in the economy, a signifi- 
cant number of managerial decisions, 
possible in an environment of free 
markets, may change the outlook be- 
fore what was forecast has come to 
pass. For example, recently statistics 
showed that the size of inventories 
at various levels seemed dangerously 
high. When this fact became gen- 
erally known—or perhaps even before—able executives 
took corrective measures; purchasing and manufacturing 
programs were reduced, lending policies amended, and 


Continued on page 40 
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*An address by Dr. Trefftzs at the 27th Western Regional Trust 
Conference of the American Bankers Association, San Diego, Cal., 
Oct. 30, 1953. 


SECURITIES NOW IN REGISTRATION — Underwriters, dealers and investors in cor- 
porate securities are afforded a complete picture of issues now registered with the SEC 
and potential undertakings in our “Securities in Registration” Section, starting on page 42. 
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Honest Money, Stable Price 
Level and Healthy Economy 


By WALTER E. SPAHR 
Professor of Economics, New York University 
Executive Vice-President, Economists’ National 
Committee on Monetary Policy 


Dr. Spahr examines the Treasury’s contention that an 
honest and sound money means a stable price level, 
and concludes a stable price level and sound money 
policy are not the same things, and one is not neces- 
sarily dependent on the other. Holds what is needed is a 
healthy economy and this can be achieved by a sound 
currency, free markets and economic equilibrium, a 
state of affairs which brings about the highest degree 
of well-being to all concerned. Says present Adminis- 
tration is continuing with the unsound monetary and 
fiscal mechanism of the New Deal, and concludes nation 
stands in need of benefits of a redeemable currency. 


The Treasury Contention That an Honest and a Sound 
Money Means a Stable Price Level 


In various addresses and other statements made in 
recent weeks and months by Secretary of the Treasury 
Humphrey and his Deputy, Dr. W. 
Randolph Burgess, the contention has 
been advanced that this nation wil! 
have an honest and a sound money’. 
if the price level is stabilized, and 
that the Administration proposes to 
stabilize the price level.. The “essen- 
tials to that end’ have been given 
by Dr. Burgess as ‘“a_ balanced 
budget, a monetary policy and the 
rearrangement of the national debt 
so that it would contribute neither 
to inflation or deflation.” Secretary 
Humphrey has said that “By ‘hon- 
est money’ we mean money that will 
buy as much next week, next month 
and next year as it will buy today.” 

Along with the fact that an hon- 
est and sound money is one thing while a stable price 
level is something else there is the question as to who 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
im the investment and advisory field from all sections of the country 


participate and give their reasons 


fer favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


ROBERT E. ANDERSON 
Viee-Presidom, Hill Richards & Ce., 
Los Angeles, Calit. 


6. M. Giannini & Co., Inc. 


If you want “pure” electronic 
instrument stocks known to the 
investing public, you'll have to 
pay the price and you'll have to 
do your hunt- 
ing in a nar- 
row field. 
There aren't 
many of them, 
and few and 
far between 
are the ones 
with much of 
an earnings 
leg to stand 
on. Lf, on the 
other hand, 
you’re willing 
to take a di- 
luted elec- 
tronic content 
in your in- 
vestments, you have a wide range 
of choice and you don’t have to 
spend much money on a price- 
earnings basis. Such companies 
as Otis Elevator, Western Union, 
and obviously Sylvania have an 
electronic flavor of sorts, and you 
can buy Sylvania, with its fluo- 





Robert E. Anderson 


rescent lamp business, its flash 
bulb business, and its myriad 
other interests, for less than ten 


times earnings. 

But if you take your electronics 
straight, uncut by incandescent 
lamps and television cabinets, it 
will cost you 17 times earnings to 
buy Beckman Instruments and 40 
to 50 times present earnings to 
buy the potentially fantastic earn- 
ing power of a smart and fast- 
running quarterback like Tele- 
computing. 

And that is the sum and sub- 
stance of why G. M. Giannini & 
Co., Inc., the security I like best, 
is the outstanding buy in the pure 
electronics field. 


Giannini is a brand new name 
and an unknown entity to most 
investors. It has little or no pub- 
lic following, and it has not been 
bid up. It is growing fast, and it 
is dirt cheap on a price-earnings 
basis. It was privately owned un- 
til August, 1953, when 18,316 
shares were publicly offered at 12. 
The October quarter report of 
Television-Electronics Fund, Inc., 
just released, shows that the Fund 
snapped uv 5,000 shares, or 27% 
of the amount that went into pub- 
lic hands. 


Now selling in the 14-15 area, 
the stock traded in the over-the- 
counter market, has understand- 
ably advanced a little from its 
initial offering price three months 
ago. But it is still on a bedrock 
price-earnings basis as compared 


with companies of its general 
class, and it would be anything 
but surprising if, now that the 


“loose” stock that almost invari- 
ably comes back to roost after an 
underwriting has been pretty well 
cleaned up, this issue may be get- 
ting ready to take off into the 
blue yonder. 


To talk about per share earnings 
requires a comment on the capi- 
talization. Just before the under- 
writing there were 2,950 shares of 
$100 par 6% convertible preferred 
and 43,037 of $1 par common stock 
outstanding. The authorized com- 
mon capitalization of 100,000 
shares included 35,400 shares re- 
served for preferred conversions 
at the rate of 12 shares of common 
for each share of preferred, and 
3,274 shares reserved for the ex- 
ercise of options to purchase this 
number of common shares at $1 
prior to Dec. 31, 1955. Some small 
amount of the preferred has since 


been converted and it may be as- 
sumed that the rest will be and 
the stock purchase warrants will 
be exercised. Full conversion and 
full exercise would mean 100,000 
shares of common outstanding and 
nothing else. The liability side of 
the balance sheet is all current. 

It therefore makes little sense 
to talk of per share earnings on 
the basis of the roughly 65,000 
shares of common now outstand- 
ing. There presumably will be 
100,000 shares outstanding, which 
is the entire present authorization. 


Sales and earnings have been 
climbing incredibly fast. From a 
volume of $952,000 in 1950, sales 
climbed to $2,571,000 in 1951 and 
to $4,708,000 in 1952. Net income 
in 1952 was $827,000 before taxes 
and $263,726 after all taxes, in- 
cluding excess profits taxes of 
$151,000. In other words, 1952 
earnings were $2.63 on the stock 
to be outstanding after $1.51 of 
EPT. 

This year Giannini is catching 
its breath. While its backlog of 
unfilled orders, around $2,259,000, 
has been little affected by cancel- 
lations, delivery stretch-outs will 
probably prevent this year’s sales 
or earnings from topping last 
year’s. A reasonable guess would 
seem to be sales of about $4,500,- 
000 and earnings before taxes of 
something over $500,000, or per- 
haps $2.50-$2.75 a share before 
EPT and somewhere in the region 
of $1.75 after EPT, based, in both 
cases, on the eventual 100,000 
shares. 

It is a foregone conclusion that 
1954 is going to resume with a 
vengeance the skyrocketing up- 
trend of 1950-52. How high the 
figures will be by the end of next 
year is, of course, impossible to 
estimate 14 months ahead. A rea- 
sonab!e minimum guess, however, 
is that sales could go 40% or 50% 
higher than this year’s, which 
would put them in the $6,500,000 
to $7,000,000 area. It is just as 
reasonable to believe that pre-tax 
profit margins will not be as wide 
as the spread of almost 20% in 
1952. If the company, as it hopes 
to, should achieve margins of 15% 
or wider in 1954, pre-tax net 
would work out at the million 
dollar level or higher, which would 
mean, with the elimination of EPT, 
final net of close to $5 on the 
common capitalization. 


Now forget the guesswork about 
1954 possibilities and get back to 
facts about 1950 to 1953. The basic 
facts are (1) Giannini is pushing 
against a $5 million annual sales 
volume, up from less than $1 mil- 
lion in 1950; and (2) earnings are 
in the $2.50 a share area, up from 
a small loss in 1950. Giannini is 
earning Over $2.50 this year be- 
fore EPT and it actually earned 
$2.63 last year after EPT. At less 
than six times these earnings, it’s 
one of the lowest priced electronic 
companies available to investors, 
if not the absolute lowest, in re- 
lation to earnings. 


Giannini is also one of the best 
situated and most aggressive 
among the bursting-with-growth 
electronic instrument companies. 
The management's research and 
development consciousness is at- 
tested by the fact that its 450 em- 
ployees include 80 graduate en- 
gineers. The backbone of the 
business up to now has been in- 
tricate precision instruments for 
use as cOmponents in systems to 
control flight paths, such as auto- 
matic pilots and automatic fire 
and radar controls. As the prod- 
uct line largely relates to the 
constantly 
altitude of 
missiles, 


increasing speed and 
and guided 
no one of 


aircraft 


and as the 
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Their Selections 


G. M. Giannini & Co., Inc, — 
Robert E. Anderson, Vice-Pres - 
dent, Hill Richards & Co., Los 


Angeles, Calif. (Page 2) 


International Cellucotten Produc s 
—T. Reid Rankin, R. M. Horner 
& Co., New York City. (Page 2) 
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company’s ten competitors offers 
the complete line sold by Gian- 
nini, the company probably has 
many years of record-breaking 
activity ahead in this line alone. 
The company is, however, bee- 
lining toward a much broader 
horizon in the design and manu- 
facture of instruments for indus- 
trial and commercial use, largely 
in the field of automatic produc- 
tion and process controls. 


Judging by all the evidence, the 
management is forward-looking to 
an unusual degree, even by the 
high standards of the electronics 
field. The management is headed 
by Mr. G. M. Giannini, who ob- 
tained his Doctorate in Physics at 
the University of Rome and since 
1930 has had extensive industrial 
experience in research and engi- 
neering in the United States. 

Mr. Giannini, who became an 
American eitizen in 1937, guides 
the company’s research, engineer- 
ing and sales activities. Giannini’s 
board of directors includes the 
Chairman of the Board of Fair- 
chiid Camera & Irstrument Corp. 
the President of National Aviation 
Corp., and one man who is a di- 
rector of Douglas Aircraft, Se-u- 
rity Title Insurance and Union 
Oil of California. Mr. Gian-ini 
himself has far more than a sal- 
ary -and-bonus interest in the 


company. He owns 65 shares of 
preferred and 24,720 shares of 
common. 


T. REID RANKIN 
R. M. Horner & Co.. New York City 


International Cellucetton Products 


With some economists and mar- 
ket prognosticators forecasting a 
moderate recession in business, 
others a larger downtrend, and 

: yet another 
group opre- 
dicting that 
the movement 
of the market 
since last 
spring is 
merely a set- 
back in a long 
bull market— 
it is left to 
the investor 
to choose 
which group 
is correct. 

Inany 
event, the 
market has al- 
ready discounted a slight business 
recession. If those who insist the 
market is merely adjusting to a 
moderate business recession in 
1954 are right, then we must come 
to the conclusion that for the most 
part prices are at a level to o‘fer 
the investor attractive income re- 
turn from good corporate securi- 
ties. 


During periods of uncertainty 
the investor would do well to find 
a company with strong, progres- 
sive management, -producing an 
article of everyday necessity, at 
a price which is inexpensive and 
therefore likely to be purchased 
even under curtailed consumer 
spending. 

International Cellucotton Prod- 
ucts is attractive even under these 
conditions. Twenty-seven years 
ago the company began business 
with an idea and a cotton mill. 
Fourteen years later it was doing 
a business of $25 million a year: 


Continued on page 16 
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_ Are Leading Chemical © 
Shares Overvalued? 


By RALPH W. H. GEER* 
Vice-President, Argus Research Corporation 


After describing essential qualifications of a “growth” indus- 
try, such as the chemical industry, Mr. Geer points out why the 
major chemical concerns have not evidenced dynamic growth 
in postwar years, and holds “it would seem astute for the in- 
-vestment manager to play down the so-called growth aspects 
of the seasoned chemical companies” and to lay greater stress 
on their better-than-average recession resistant qualities. Con- 
cludes a reappraisal of major chemical stocks indicates that 
few are out of line with earnings prospects. 


I have chosen to speak gener- 
ally about the profit trend of the 
major chemical shares. 1 think 
you will all agree that the chemi- 
<al industry 
has more often 
been charac- 
terized as a 
Zrowth indus- 
iry than any 
other. The 
reason for this 
is that many 
of the compa- 
nies in this 
Zroup do meet 
most of the 
qualifications 
which distin- 
Zuish growth 
companies. 
However, 
postwar profit expansion of many 
of these major chemical compa- 
nies has been considerably less 
pronounced than in earlier periods 
particularly from 1929 to 1941. At 
this advanced stage of the busi- 
mess cycle this less favorable post- 
war earnings trend of the major 
chemical companies poses several 
questions and the main one is 
whether the earnings multiples 
for these concerns are currently 
too high. 


One of our outstanding chemical 
analysts has listed several quali- 
fications which—from an invest- 
ment viewpoint—he would like 
to see in a growth company. 
Briefly he points out that the so- 
called growth concern cannot be 
any company which just grows— 
it must already be strong and well 
established. Another qualification 
is that the growth company can- 
not be violently cyclical in char- 
acter nor can its expansion be at 
the expense of competitors. Still 
another characteristic is that the 
company’s expansion must be po- 
tentially greater than that due to 
population growth. Moreover, the 
growth company must retain and 
plow back into new productive 
capacity not only its depreciation 
but a sizable portion of its earn- 
ings. The management of the so- 
called growth company must be 
able and there should be depth of 
management as well as ability at 
the top level. Furthermore, man- 
agement activities and attitudes 
must be socially constructive. Fi- 
nally, the attribute which seems 
most important from an invest- 
ment standpoint is the fact that 
mere growth in sales and earnings, 
whether it be by internally fi- 
nanced growth or by acquisitions, 
does not constitute a growth com- 
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*A talk by Mr. Geer before the Asso- 
ciation of Customers’ Brokers, New York 
City, Nov. 10, 1953. 


pany unless it results in greater 
earnings per share. 


Many of the chemical compa- 
nies, even the smaller concerns, 
fulfill at least some of these quali- 
fications. However, there is evi- 
dence that the remarkable post- 
war growth from the standpoint 
of plant investment, new products, 
as well as physical sales has not 
been translated in the same degree 
into profits for the common stock- 
holder. Obviously, the postwar 
cost of labor, raw materials and 
overhead expenses have tended 
higher for all industries, but some- 
how to fully qualify as a growth 
company, the given concern, it 
would seem, should have, never- 
theless, made some earnings prog- 
ress—on a per share basis. There 
seems to have been a tendency by 
investment managers in the last 
year or so to overlook the impor- 
tance of this point. Some of you 
may be surprised at this conten- 
tion. At any rate you will wonder 
about the methodology used in 
determining that net profits of the 
major chemical companies have 
not shown a pronounced better- 
than-average trend in the postwar 
period. 


Measurements of Earnings Trends 


Of course, there are numerous 
methods for measuring compara- 
tive earnings trends—one is by 
industry group in relation to a 
general average; another is by 
one industry group against another 
group; and still another is by 
measuring one industrial company 
against an average. These com- 
parisons reveal varying trends. 
Let us examine three of them. 
The first is in relating the arith- 
metic average of share results for 
six major chemical concerns to 
the Moody 125 industrial stock 
average. The six chemical com- 
panies referred to are — Allied 
Chemical and Dye, American 
Cyanamid, Dow, DuPont, Mon- 
santo and Union Carbide. This 
comparison of the six chemical 
companies profits to the Moody 
125 companies profits not only 
does not register any superior 
growth for the chemical compa- 
nies in postwar period but also 
none since 1941. Based on this 125 
industrial company compilation, in 
order to qualify as an above- 
average growth company, profits 
should have about doubled from 
1946 to 1952. For the combined six 
major chemical companies, aver- 
age share results increased in the 
1946 to 1952 period only 81% com- 
pared with 103% for the 125 in- 


Continued on page 22 
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' Regulation 


Investment 


By IRA U. COBLEIGH 
Author of “Winning in Wall Street” 


A salute to a distinguished American corporation, and the 
largest controller of indoor climate in the United States— 
Minneapolis-Honeywell Regulator Company. 


On the wall in millions of 
American homes, there’s a little 
gadget, usually about the size and 
shape of an electric safety razor, 
but with an 
entirely dif- 
ferent pur- 
pose. It’s 
called a ther- 
mostat. These 
thermostats 


are wonder- 
fully auto- 
matic. At 5 


a.m., when ac- 
tuatedbya 
built-in alarm 
clock, they 
can turn on 
the furnace in 
your home, 
and keep it 
combusting till the house is a 
cozy 68 to 70 degrees, by the 
time you drape your drowsy car- 
cass over a dining room chair, 
for that cheering cup of breakfast 
coffee. Then, whenever the room 
temperature dips down below the 
target temperature set, this little 
genie nudges the furnace again, 
and keeps the house on an even 
keel throughout the day. Of 
course, there can be some family 
disagreement as to the most de- 
sirable, or comfortable, tempera- 
ture; and many a husband with 
a hot thumb jogs up the indica- 
tor furtively, only to have an 
economy-minded ‘little woman” 
put back-spin on the thing, when 
she has apprehended ‘tthe thermal 
trickery of her husband. 


So much as a preface to our 
topic — heat regulators — and the 
company that produces perhaps 
two-thirds of them in our coun- 
try, Minneapolis-Honeywell, with 
the accent on the last word. For, 
indeed, Honeywell is the last 
word in heat regulators! 





Ira U. Cobleigh 


Company’s Best Year 


MHwW is really quite a company, 
and for 1953 is heading toward 
the biggest year in its impressive 
history. It should join the $200 
million dollar club (in gross sales) 
this year, making it compare, in 
this particular, with Western 
Union, another renowned elec- 
tronic enterprise. While the 
household thermostats, above out- 
lined, have in years gone by ac- 
counted for half of the sales total 
of Honeywell, that ratio has 
dipped recently, due to the impact 
of our national defense program. 
For the same “know how” that 
has made MHW premier in heat 
regulators has been sought by 
our government; and two Defense 
departments of the company, the 
Aeronautical Division, and _ the 
Ordnance Division, accounted in 
1952 for 40% of sales. 


How, you might ask, does ther- 
mostatic skill tie into defense 
production? Well, take aircraft 
and guided missiles. These com- 
bat creations all require dozens 
of regulators which MHW can, 
with its engineering savvy, create. 
Fuel measurement is done elec- 


tronically; automatic pilots need 
many control devices, gyroscopes 
have adjustors to keep the craft 
from flying crazy or upside down. 
All these are now MHW products 
(Aeronautical Division). 

Getting down to earth, Honey- 
well, in its Ordnance Division, 
implements the battle efficiency 
of tanks by manufacturing fire 
control equipment, periscopes and 
fuses. Together, Aeronautical and 
Ordnance production, while ac- 
counting for over one-third of 
this year’s sales, do not contribute 
profit in that ratio, however, due 
to heavy design and preparatory 
costs, and lower profit margins 
after production is under way. 

Another expanding section of 
MHW is its Commercial Controls 
Division, specializing in controls 
for air conditioning systems and 
refrigeration plants; and in safety 


contro] installations on railway 
lines, and ships at sea. Also, a 
complete line of automatic re- 


cording and control systems, for 
use in many industries, is turned 
out by Brown Instrument Divi- 
sion. 

Diversity of Product 

Put together, all this diversity 
of product, implemented by smart 
selling and shrewd management, 
topside, are calculated to burgeon 
Honeywell gross income some 
22% over last year’s total ($165 
million) and create net earnings 
of somewhere between $3.30 and 
$3.50 a share on the common, now 
traded quite actively on the NYSE 
at about the year’s high — 66% 
(the low was 53). If you rather 
shy away from a stock selling at 
its current high, as a rule, then 
consider that here such elegant 
market altitude may merely be 
reflecting a dramatic upsurge in 
gross earnings, and the projection 
of the company into a new mag- 
nitude of profitability. 

In other words, if 1953 volume 
is merely a bulge, and a splurge, 
then perhaps the stock may be 
overrated presently; but if over 


$5 million of plant expansion 
(1953) is worth its snuff; if net 
can be less reduced by heavy 


accelerated amortization bites 
next year; and if E. P. T. gets 
lost in 1954, then today’s buyer 
of MHW may well have some 
grounds for optimism. 


The capitalization of the com- 
pany at the moment is just a 
little bit cluttered on its balance 
sheet. There are three separate 
issues of debentures totaling $35 
million ($5 million 2.85% of 1963, 
$10 million 2%% of 1965, and 
$20 million 3.10% due 1972); $15.8 
million of 3.75% preferred con- 
vertible into 19/11 shares of com- 
mon (selling at 120), and 2,829,- 
886 shares of common. And fi- 
nally, there’s a bank loan which 
was $8 million in May and which 
has, I believe, been reduced sub- 
stantially. 
full by the year-end. No new 
financing appears in prospect, and 
expenditure for plant addition is 
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It will be paid off in- 
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not expected to amount to as 
much in 1954 as this year. 

Thus the MHW picture today 
seems to represent a consolidation 
of recent expansion, and a con- 


version into enlarged earning 
power of $20 million of new capli- 
tal injected in 1952 via the de- 


beture route. 

While we're on the subject of 
net earnings, it should be noted 
that MHW has been a fine per- 
former, with pre-tax income 
averaging 17'2% of sales for the 
10 years 1945/32. 1952 fell below 
this average with only 13.8%, but 


the ratio is climbing back up 
again currently. 
Traditionally, Honeywell has 


been regarded as somewhat cy- 
clical, what with its large do- 
mestic heat control sales depend- 
ent on new home construction; 
and with new housing units in 
1954 predicted at some 5% to 8% 
less than this year, some analysts 
have tended to accent the negative 
about Honeywell. According to 
the sales planning of the manage- 
ment, however, this semi-cyclical 
characteristic may be overcome. 
Two quite new models of ther- 
mostats now offered by Honey- 
well seem on the way to making 
your present regulator and mine 
semi-obsolete—sort of like a 1947 
sedan. 
Some New Products 


First, Honeywell has an Elec- 
tronic Modiflow gadget. This ad- 
justs temperature inside the house 
according to the weather outside. 
It figures out, from an outside 
thermometric control, how much 
heat should be turned on, even 
before the wintry blasts have had 
time to penetrate your house 
walls. This is good for single 
family homes, and smaller multi- 
ple dwellings where there’s no 
janitor on steady duty. 

Secondly, more important and 
much newer, is the new Honey- 
well Ring thermostat, you’ve prob- 
ably seen advertised in “Life” and 
the other weekly magazines. It 
hugs the wall, is only 3% inches 
in diameter,and has a plastic re- 
movable ring frame, that can be 
painted to match any room decor. 
It makes your old “furnace brain” 
look like a midget grandfather’s 
clock. MHW believes there’s a 
fabulous indicated market for this 
new streamlined control in mil- 
lions of homes—a market quite 
independent of new house con- 
struction. I can even hear the 
radio “pitch” now: “Do you suffer 
from protruding, out-moded ther- 
mostats? Huh? Then just give us 
a ring, and we'll sell you one— 
a new Honeywell Ring, that is, 
that blends with your living room 
wall! Don’t wait! Be among the 
first three million to enjoy this 
mid-century contribution to warm, 
gracious living.” 

Enough of that, and back to my 
beat. MHW is a fine integrated 
company with a record of growth 
and progress in the best tradition 
of top flight American corporate 
enterprise. Its common _§ stock 
makes considerably more than a 
regulation investment appeal. 
Paying dividends in an unbroken 
skein since 1928, with a 2-for-1l 
split in 1944, and another 2-for-1 
split in 1950, Minneapolis has been 
a honey of a stock, and is well 
worth some current investigation 
by investors with vision. 
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SPRINGFIELD, Ill.—Howard H. 
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Building. He was previously with 
W. C. Gibson & Co. of Chicago. 
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The International Gold 
And Dollar Movement 


By MIROSLAV A. KRIZ 
New York City 


Monetary economist maintains 


the postwar dollar “shortage” 


has reflected rapid recovery of Western Europe and the free 


gifts of the United States and 
table “disequilibrium.” 


Canada rather than an intrac- 


Asserts dollar shortage is rapidly 


disappearing coincident with remarkable improvement in basic 
international economic situation. Concludes hope is warranted 
that many “non-dollar” countries despite heavy defense re- 
quirements will succeed in stabilizing currency, re-establishing 
self-supporting economies, and rebuilding monetary reserves; 


but that indispensable thereto 


is the devising of policies, in 


U. S. and abroad, to promote a much more integrated pattern 
of world trade. 


I 
Introduction 


By mid-1953 the gold and dol- 
lar holdings of foreign countries 
had slightly exceeded the level 
prevailing at the end of 1945 be- 
fore the post- 
war drain on 
the monetary 
reserves of 
these coun- 
tries had seri- 
ously im- 
paired the 
world pay- 
ments posi- 
tion. The 
speed and ex- 
tent of the 
improvement 
have’ varied 
from country 
to country, 
but with a 
very few exceptions all major 
countries have shared in it. 

Both in the United States and 
abroad this reversal in the inter- 
national flow of gold and dollars 
is generally regarded as a neces- 
sary and desirable shift toward a 
better distribution of interna- 
tional reserves. It reflects the im- 
provement in the general pattern 
of international payments that is 
a prerequisite for the reestab- 
lishment of a meaningful currency 
convertibility and it is a condition 
for any lasting and genuine re- 
laxation of discriminatory restric- 
tions against dollar trade and 
payments. The purpose of this 
article is to survey the postwar 
changes in gold and dollar hold- 
ings of countries other than the 
United States, and to comment on 
certain new issues of the interna- 
tional economic policy that are 
now emerging. 

Il 


The International Flow of Gold 
and Dollars 

The postwar international flow 
of gold and dollars can best be 
traced in the changes in the total 
gold and dollar holdings of for- 
eign countries.! Chart I shows the 
quarterly movement in gold and 
dollar holdings of these countries 
since the end of 1945. These hold- 
ings, it will be seen, declined from 
$20.7 billion in December, 1945, to 
$15.1 billion at the end of 1947. 
The decrease continued in the first 
half of 1948, but at a greatly re- 
duced rate; in June of that year, 
three months after the beginning 
of the European Recovery 


Miroslav A. Kriz 


Pro- 





1 Unless otherwise stated, gold and 
dollar holdings of foreign countries, as 
here used, comprise the gold reserves and 
dollar balances held by central banks and 
governments, and in addition the dollar 
balances held on private account by for- 
eigners in the United States. The gold 
reserves of the USSR are excluded, but 
its dollar balances are included. Gold 
and dollars held by international insti- 
tutions are excluded. Gold data are de- 
rived from the Federal Reserve Bulletin, 
and are partly estimated. Data on for- 
eign dollar holdings are drawn from con- 
solidated reports by banks in the United 
States and include deposits, short-term 
United States Government securities held 
for foreign accounts (including certain 
long-term United States Government se- 
curities maturing within 20 months of 
date of purchase), and certain other 


short-term liabilities to foreigners. 


gram, such holdings reached their 
postwar low of $14.6 billion. In 
the latter part of 1948 they re- 
covered somewhat, but in the sec- 
ond and third quarters of 1949 
they declined again to $14.7 bil- 
lion under the impact of a moder- 
ate recession in exports to the 
dollar area and of the sterling 
crisis that led to the devaluation 
of the pound sterling and other 
currencies in September. 


From the currency readjust- 
ments in September, 1949 to the 
end of June, 1950, a few days 
after the outbreak of the Korean 





This article is being pub- 
lished simultaneously in French 
and Dutch translations by the 
National Bank of Belgium in 
its “Bulletin d’Information et 
de Documentation”; the English 
text is published here with the 
permission of the National 
Bank of Belgium. The author 
is Chief of the Foreign Re- 
search Division of the Federal 
Reserve Bank of New York. 
The views he expresses are his 
own and are not meant to re- 
flect those of the Bank. 











hostilities, foreign countries in- 
creased their gold and dollar hold- 
ings by about $1.9 billion. From 
July, 1950 to June, 1951 they 
acquired a further $3.2 billion, 
thus bringing their holdings to 
$19.8 billion. By mid-1951, how- 
ever, this upward movement had 
come to an end, and from July, 
1951 to March, 1952 these coun- 
tries lost $1.3 billion; in March, 
1952, their gold and dollar hold- 
ings had fallen to $18.5 billion, 
the recent low. 

The downward movement in the 
gold and dollar holdings of for- 
eign countries was reversed dur- 
ing the second quarter of 1952. 
In June, 1953 such holdings were 
$2.6 billion larger than in March, 
1952; this improvement continued 
during the third quarter of 1953. 
At $21.1 billion (preliminary) in 
June, 1953, these gold and dollar 
holdings stood $0.4 billion higher 
than in December, 1945 prior to 
the serious depletion of the early 
postwar years. They were also 
$6.4 billion, or 44%, higher than 
in September, 1949, the date of 
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the general currency readjust- 
ments, and $2.6 billion, or 14%, 
higher than in March, 1952, the 
post-Korea low. 

These changes in the gold and 
dollar holdings of foreign coun- 
tries resulted either from the 
transactions of these countries 
with the United States and with 
international institutions, or from 
the net additions to monetary re- 
serves of gold newly mined out- 
side the United States. 


Throughout the postwar years 
the most significant influence on 
the changes in aggregate gold and 
dollar holdings of other countries 
was the fluctuations in the United 
States export surplus of goods 
and services; a contributing cause 
of the improvement in these hold- 
ings during recent years was the 
disbursement of United States 
economic aid and the flow of pri- 
vate capital. These factors will be 
discussed later: it suffices now to 
point out that the recovery in gold 
and dollar holdings since 1949 has 
largely taken the form of in- 
creases in dollar holdings rather 
than of gold purchases from the 
United States (see Chart I). Of 
the $20.7 billion of gold and dol- 
lars held by other countries in 
December, 1945, $13.6 billion was 
in the form of gold and $7.1 bil- 
lion in dollars, while of the $21.1 
billion of such holdings in June, 
1953, $11.8 billion was in gold and 
$9.3 billion in dollars. Again, 
while from April, 1952 to June, 
1953 gold holdings of countries 
other than the United States in- 
creased by $1.1 billion, dollar hold- 
ings rose by $1.5 billion. Of the 
latter increase, the bulk was in- 
vested in United States Govern- 
ment securities.2 


During the earlier postwar 
years, and again in the second 
half of 1951 and the first half of 
1952, the United States purchased 


large amounts of gold from other 
countries; in 1950 and again in the 
second half of 1952 and the first 
half of 1953 it sold gold to them 
(see table). The recent accelera- 
tion in United States gold sales 
reflects principally a more rapid 
conversion into gold of the dollar 


balances acquired by certain 
countries. Just as in earlier 
periods — most recently during 


July, 1951-June, 1952—the mone- 
tary authorities of certain coun- 
tries sold gold whenever they 
meeded to replenish dollar bal- 
ances that had fallen below 
customary levels, so they have 
lately been converting these dol- 
lar balances into gold when the 


Continued on page 36 





2 The distribution of official reserves 
between gold, dollar deposits in Federal 
Reserve and commercial banks, and short 
and medium-term United States Govern- 
ment securities depends of course upon 
the preference of foreign monetary au- 
thorities as to the form in which they 
wish to hold their reserves. Private dol- 
far holdings inasmuch as they are re- 
corded, take the form largely of dollar 
deposits. Data regarding the aggregate 
amount of United States Government se- 
curities held in custody by the Federal 
Reserve Banks for foreign central banks 
and governments ‘including the Bank for 
[International Settlements but excluding 
the International Monetary Fund and the 
International Bank for Reconstruction and 
Development) have been published since 
May 1953 in the Federal Reserve Bulletin. 
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There was virtually no change in total industrial production 
for the nation-at-large in the period ended on Wednesday of last 
week as losses in some industries were offset by mild gains in 
other lines. Compared with a year ago, the level of aggregate 
output showed little if any noteworthy change. 


The employment situation continued much the same as it. 
has been in recent weeks with claims for unemployment insurance 
benefits substantially higher than the level of a year ago. 


National production of goods and services dipped slightly in 
the third quarter for the first time in 3% years. Slower accumu- 
lation of business inventories was the chief factor in the decline, 
the United States Department of Commerce reported. Third quar- 
ter output set a yearly pace of $369,000,000,000. This was $3,500,- 
000,000 below the rate of the preceding three months. It was the 
first time since the fourth quarter of 1949, when the economy 
was feeling the effects of a slight recession, that production failed 
to rise above the previous quarter. 


Consumer spending, construction outlays and investments in 
new plant and equipment during the third quarter maintained 
the high levels of the preceding three months, the department 
noted. But manufacturing, wholesale and retail firms added only 
$4,500,000,000 to their stocks. This compared with an $8,800,000,000 
rise in inventories during the June quarter. 


According to the predictions of government economists, con- 
struction outlays will ease next year. Building expenditures in 
1954 will fall to $34,000,000,000, estimates by the United States 
Departments of Commerce and Labor show. That would be 
$720,000,000, or 2%, lower than the record total indicated for 
this year. If the prophecy is fulfilled, it will be the first time in 
eight years that construction work fell below the preceding 12 
months. Spending has mounted steadily from the 1946 level of 
$12,000,000,000 straight through to the $34,700,000,000 in sight 
for 1953. 


Steel producers, trying to get a line on future business, are 
encountering a puzzling paradox, states “The Iron Age,” national 
metalworking weekly, this week. Customers are giving them 
plenty of assurances that they will use large amounts of steel 
next year, but they are mighty slow to get their orders on 
the books. 


Reluctance of their customers to convert optimistic statements 
into orders is causing some steel sales officials to predict that 
January will be the slowest month of the first quarter, notes this 
trade authority. 


Steel buyers will no longer piace orders several months in 
advance of need—except for a few items that are still in short 
supply. Price is now more important than delivery, it states. 


The auto industry furnishes a good example: Automakers are 
still answering to their stockholders for the high cost of steel 
procurement in 1953’s tight market. Chrysler places its excess 
costs for steel at $29,000,000. Among the independents, Nash 
recently pegged its abnormal (in Detroit they call it “excessive’’) 
steel costs at $12,000,000. Although the larger company paid more 
than twice as much additional for conversion, foreign, and pre- 
mium-priced steel, its extra cost per car is much lower, “The Iron 
Age” discloses. 

Steel producers can expect growing pressure from their cus- 
tomers to reduce shipping costs—and perhaps extras. Manufac- 
turers themselves are under terrific pressure to hold the line or 
reduce prices: This means they will do all they can to cut costs, 
and that includes materials, observes this trade magazine. 


Warehouse inventories are getting close to desired levels on 
all but a few steel items. Despite reports of some sales sluggish- 
ness, warehouse people generally expect another good year in 1954. 
Admittedly, opportunity for mill-sized orders has vanished, con- 
cludes “The Iron Age.” 

Model changeover operations last week in the automotive 
industry were the main reason auto output fell to 93,658, off about 
20% from the 116,789 last week, according to ‘“‘Ward’s Automotive 
Reports.” In the year ago week 107,473 were made. This week 
production may fall even further due to model changeover, mainly 
at Chevrolet and Buick, states this agency. 

“Ward’s” said last week’s production volume of cars and trucks 
was the lowest since the first week of this year. Model change- 
overs will take their toll on production figures for the rest of this 
year. 

With a few exceptions, most car makers do not plan to raise 
their output this week, “Ward's” adds. It apparently isn’t all due 
to model changeovers since some of the companies which are not 
gearing up their production have already brought out their 1954 
models, it further notes. 


Steel Operations Scheduled at Lower Level This Week 


Steel production declined for the third consecutive week and 
touched the lowest mark recorded this year for a strike-free 
week, says “Steel,” the weekly magazine of metalworking 

The latest decline put production of steel for ingots and cast- 





ings down to 92.5% of capacity in the week ended Nov. 14. This 
is a one-point recession from the preceding week. The one other 
week that was iower this year was in September when one steel 
producing area was afflicted with a strike, it states. 

Even after the latest decline, the week’s production for steel 


ingots and castings totals 2,085,375 net tons. A little 
three years ago, such a tonnage figure was considered a real ac- 
complishment. It was not until the beginning of February, 1951, 


less than 


Continued on page 33 
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Observations... 
By A. WILFRED MAY 
PRO AND CON SEC’S PROXY “REFORM” 


In previous columns* we have discussed the pending pro- 
posed changes in the Securities and Exchange Commission’s proxy 
rules, together with the public stockholder’s status under that ma- 
chinery; which so importantly involves the operation of the 
American corporate system. 

Subseqgeuntly Chairman Ralph H. Demm- 
ler has addressed the following memorandum 
to this column, discussing the proposed 
changes and setting forth the Commission’s 
status in the matter. 


“Rule X-14A-8 providing for inclusion 
of shareholders’ proposals in management 
proxy soliciting material has been in op- 
eration since 1942. Since that time the pre-: 
vious and present members of the Commis- 
sion, as well as the Commission’s staff, have 
had ample opportunity to observe its opera- 
tion. Amendments have been adopted from 
time to time to correct defects and to im- 
prove the general operation of the rule. 

“The current proposals merely go a 
step further in seeking to place what seem 
to be reasonable limitations upon the use of the rule based on 
the Commission’s experience. It is not the Commission’s intent 
to injure or adversely affect the minority stockholder. 





A. Wilfred May 


Either Acceptability or Respite 


“It has been suggested to the Commis- 
sion that when a proposal has been ‘sub- 
mitted to stockholders on successive oc- 
casions, year after year, there should be 
some show of an increase in stockholder 
acceptability or there should be a respite 
from further resubmission. In other words, 
if a proposal submitted year after year never 
gets more than a small. minority of votes, 
the interests of investors generally would not 
seem to require its continued inclusion in 
the management’s proxy material. This sug- 
gestion, which reflects the views of many 
security holders who have expressed them- 
selves to the Commission on the subject, 
seemed to have sufficient merit to warrant 
bringing an amendment designed to accom- 
plish this purpose before the public for con- 
sideration. 

“Under the proposed amendments a stockholder may sub- 
mit a proposal a second time if he receives a favorable vote of 
the holders of 3% of the total number of votes cast in regard 
to the proposal at the time of the first submission. He may 
submit it a third time if the second submission resulted in a 
favorable vote of 7% or more. If the third submission re- 
sults in a favorable vote of 10% or more, he may continue 
submitting his proposal so long as the favorable vote does 
not fall below that percentage. In any event, failure to re- 
ceive the required percentage would not forever bar the 
resubmission of the proposal but merely defers it for a period 
of three years. It should be emphasized that this suggestion, 
received from many sources, has merely been released by the 
Commission for comment and neither the proposed percent- 
ages nor the principle involved have yet been decided upon 
by the Commission. 





Ralph H. Demmiler 


Disappointing the Publicity-Seeker 


“With respect to the omission of stockholder names and 
addresses, the proposed rule requires either the publication 
of the proponent’s name and address or, in the alternative, 
the prompt furnishing of the same information on request of 
any stockholder. Though the publicity seeker may be disap- 
pointed, communication among stockholders will not be 
hindered. 

Reliance on State Law 

“The proposed amendments would specifically provide that 
state law is to be relied upon in testing whether a proposal is 
eligible under the rule. Whether a proposal is of a type and 
character that its inclusion is proper depends upon whether 
it is an appropriate proposal under the law of the state of 
incorporation for submission by a shareholder for action at the 
meeting. However, it should be noted in this connection that 
the amended rule would place the burden of proof upon the 


Continued on page 28 
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A Distorted Rally 


By A. J. CORTESE* 


) Marked divergences in the recent rally indicate, according to 


Mr. Cortese, that investors have been pursuing a defensive 
policy, have not anticipated inflation and have been expressing 
caution or skepticism over general market outlook. 


From the September lows, the enter a rising trend and have been 
Dow-Jones Industrial Average has buying defensively. 


recovered 61% of the entire de- 






cline that took place this year. 
This substan- —w 

tial recovery aiid Me de 
in so short a nes 
time is im- 


pressive and 
has led many 
to think that 
the market 
hasturned 
ynce more to 
a rising major 
trend. Analy- 


sis of the 
movements of 
the various 


sections with- 
in the market 
frequently 
provide a clue as to what lies 
ahead or, at least, what the par- 
ticipants in the market expect of 
the future. Let us examine in de- 
tail the rally of the 30 stocks in 
the D-J Industrial Average. 

In the January-September de- 
cline, 28 of the 30 issues fell. 
American Tobacco and General 
Foods rose, presumably for their 
defensive attraction in a defla- 
tionary economy. In the Septem- 
ber-November rally, eight made 
new highs for the year, 12 re- 
covered better than average and 
i6 recovered less than average. 
Of the 16, 15 have shown the 
normal expectation of a contra- 
trend rally (a one-third to one- 
— retracement) or considerably 
ess. 


Of the 12 that have shown the 
superior strength, 11 are issues 
which either are deemed to have 
gutstanding growth, will benefit 
from lower costs of raw materials 
or are paying high excess profits 
taxes or have more than one of 
these characteristics. These issues 
might be called the “special situa- 
tions” of the day. Investors have 
preferred these characteristics 
over the 7%-8% yields obtainable 
on the motors and steels. The 
gross exaggeration of preference 
suggests that the buyers do not 
expect the main body of stocks to 

*Mr. Cortese is 


A. M. Kidder & Co. 


A. J. Cortese 





market analyst for 


Utility and Rail Averages 


The D-J Utility Average has 
recovered more than the Indus- 
trial Average. This also repre- 
sents defensive buying and sug- 
gests that the buyers do not an- 
ticipate inflation. American Tele- 
phone, however, a growth utility 
which perhaps better than any 
other single enterprise represents 
a cross section of total American 
business activity, is near the bot- 
tom of the industrial list as re- 
gards recovery during the Sep- 
tember-November rally. 

Railroad issues, more volatile in 
expressing optimism or _ skepti- 
cism Over business prospects, have 
rallied far less than the Indus- 
trials, while Standard & Poor’s 
low-price index, which is a good 
reflection of public speculative 
interest, has scarcely moved dur- 
ing the rally. Standard & Poor’s 
50 industrial stocks have rallied 
considerably less than the D-J 
industrials and also remain within 


the limit of a normal contra- 
trend. 

The above details of the rally 
and the wide divergences of 


movement lead to the conclusions 
that during the September - No- 
vember rally: 


(1) The principal investment 
buying has been defensive, rather 
than aggressive. 

(2) The dominant investment 
sentiment does not expect the 
main body of industrial stocks to 
be in a rising trend for some time 
to come. 


(3) More investors anticipate 
deflation than anticipate inflation. 

(4) Investors do not expect a 
severe bear market or a severe 
business recession. 

_@) Speculative interest, espe- 
cially on the part of the public, 
is virtually non-existent. 
_ (6) If the 12 specially favored 
issues are disregarded, the D-J 
Industrial Average has shown a 
feeble rally of less than normal, 
contratrend limits. 

These conclusions controvert 
the widespread commentary to 


30 DOW-JONES INDUSTRIAL STOCKS 





——— —-—Clase Decline Rise % 

' 1/5/53 9/14/53 11/6 1/5-9/14 9/14-11/6 Recov. 

United Aircraft... 38 36% 43% 1% 7% 518% 
Corn Products ___ — 71% 69 7% 75 le 13% 5% 408 
General Electric _ 73% 69% 983 3% 13% 361 
Du Pont -.----..--. 97% 94% 104 3 9% 329 
American Can _____. 35% 33 38 2% 5 175 
Eastman Kodak _.. 455% 421%, 463%, 3% 45% 132 
Westinghouse Elec... 475, 393, 48% 7%, 8% 106 
Goodvear _____..___ 54% 44 53% 10% 9% ° 84 
Procter & Gamble 68 60% 66° 7% 5% 82 
Union Carbide ___- 72 62% 70% 9g Ts 82 
Allied Chemical ___ 76% 64% 73% 12% 9 #472 
Texes Co. .......... 57% 80% 55% 7% 5% £68 
D-J IND. AVERAGE 293.79 255.49 27883 38.30 2334 61 
National Steel ____ 51% 40% 47% 1% #7 60 
Standard Oil (N. J.) 78% 67% 72% 11 5% 48 
Bethlehem Stee! 57 44% 50% 12% 5% 46 
General Motors 68% 54% 59% 14% 5% 39 
Woolworth _______- 45%, 43 43% 23% % 37 
Internat’l Harvester 33 2414 27% 814 3% 35 
U. S. Steel_______ 44 3334 37% 10% 3% 35 
Sears, Roebuck 59%, 56% 57% 3% 1 27 
Johns-Manville - 73% 583% 62% 14% 3% 25 
Am. Smelting & Ref. 43% 25% 297%. 18 4 22 
National Distillers 2348 17% 18% 64 1% 20 
Am. Tel. & Tel... 161% 153 154% 8%, LY 18 
Loewi’s tam 13 10% 11% 2\% 3% «= «18 
Chrysler ____. 93% 64 675, 29% 35% 12 
Std. Oil of Calif. 59%, 50 505% Ql, Sg q 
Int'l. Nickel... 47% «= 38%4_—«=25QY 9 Vg 1 
American Tobacco 657% 7034 71 ‘ ly . 
General Foods 523, 54 59 5 ° 
D-J Utility Average 52.57 48.50 5150 407 300 74 
S & P 50 Indust..._ 2689 2261 2455 428 194 46 
D-J Rail Average 111.37 90.56 98.25 20.81 7.69 37 

S & P low-price com. 7195.4 +1548 156.8 40.8 2.2 0.5 
es —_ ire Sgtvese January 5 and September 14. jtJanuary 7. tSep- 
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the effect that, by a change of 
heart on the part of the Admin- 
istration,. we face an inflationary 
stimulation of the economy. What 
investors are doing with their 
money is more significant than 
what commentators are saying. 


What probably has transpired 
in the minds of investors is the 
reasoning that politics will,compel 
the Administration to cushion the 
deflation that seems to lie ahead 
and. that therefore long - term 
growth stocks and special situa- 
tions are probably a good buy. 
They have been sufficiently skep- 
tical, however, to shy away from 
high-yielding issues in cyclical in- 
dustries. 

Last April, in an article for 
“The Chronicle,” ! the writer out- 
lined reasons for expecting a de- 
cline in the stock market this 
year. Nothing that has occurred 
during the recent rally indicates 
that the major downtrend that 
set in has as yet been completed. 
Quite to the contrary, the very 
people who must regularly invest 
institutional funds and who in the 
process have brought about the 


rally seem to be saying that, 
though they do not expect a deep 
business recession, they them- 


selves are dubious about the out- 
look for most common _ stocks. 
Hence, the distorted demand for 
growth, special and defensive is- 
sues. If the most optimistic people 
have taken this attitude, it is 
hardly time to look for a broad, 
general rise in stock prices. 





1 “Intermission in the Bull Market,” 
“The Commercial and Financial Chron- 
icle,” April 9, 1953. 


Carnot Evans Joins 
Clark, Dodge & Co. 


Carnot W. Evans, 
Vice-President 
Harris, Hall & 
Co., Incorpor- 
ated, Chicago, 
will open and 
manage a 
municipal 
bond depart- 
ment in New 
York for 
Clark, Dodge 
& Co., 61 Wall 
Street, New 
York City, 
members of 
the New York 


formerly 
and Director 


of 





Stock Ex- 
ay ns Carnot W. Evans 


joined Harris, Hall in 1945 and 
headed the municipal department 
of that firm. He is a member of 
the Chicago Bond Club and the 
Chicago Municipal Bond Club. 


Thomas Sallume Opens 


BROOKLYN, N. Y.—Thomas J. 
Sallume is conducting a securities 
business from offices at 184 Pros- 
pect Park West. 


With McDaniel Lewis 


(Special to THe FINANCIAL CHRONICLE) 


GREENSBORO, N. C.—William 
S. Shargo has joined the staff of 
McDaniel Lewis & Co., Jefferson 
Building. 


Forms Ratterman Co. 

(Special to THe FINANCIAL CHRONICLE) 
CINCINNATI, Ohio—George W. 
Ratterman has opened offices in 
the Transportation Building to 
engage in securities business. He 
was previously with Bache & Co. 


L. J. Greany Adds 


(Special to THe Financia CHrontcie) 

CLEVELAND, Ohio—Elmer G. 
Holan is now with L. M. Greany 
& Co., Fidelity Building. 


With California Investors 


(Special to Tae Frinancrat Crronicie) 


LOS ANGELES, Calif. — Till- 
man F. Taylor has joined the staff 
of California Investors, 3924 Wil- 
shire Boulevard. 











From Washington 
Ahead of the News 


By CARLISLE BARGERON 





A few weeks ago Attorney General Brownell charged in a 
speech that Harry Truman as President had knowingly promoted 
a Communist spy to a higher position. Reading the Attorney 
General’s statement at the time and knowing something about 
wre case, it never once occurred to me that he 
was calling Mr. Truman a traitor. As a mat- 
ter of fact that is either a pretty sharp politi- 
cal term or a legal one in which latter in- 
stance, 1 believe, it takes two eyewitnesses 
to an overt act for a proof of guilty. My 
interpertation of Mr. Brownell’s charge was 
that he certainly had the former President 
over a political barrel. 

But immediately the Democrats and left- 
wingers set up a hue and cry that the Attorney 
General had accused the former President of 
being a traitor. They insisted upon this. At 
one of the most bitter Presidential press con- 
ferences a few days afterwards that I have 
ever known, and one which transgressed all 
bounds of propriety, there were correspondents 
who all but shook their fingers at President 
Eisenhower, insisting his Attorney General had accused the former 
President of being a traitor and demanded to know whether the 
President supported such a charge. Obviously flabbergasted, 
General Eisenhower said he could not conceive of his predecessor 
having been a traitor. Whereupon these newspapermen wrote 
that he had repudiated his Attorney General. Mr. Eisenhower 
should have said had he been properly briefed that he read no 
charge or inference of disloyalty in the Attorney General s state- 
ment and that he considered the questioning offensive. 


On Monday night, on a nation-wide TV and radio hookup, 
Mr. Truman, himself, indignantly insisted he had been called a 
traitor and then proceeded to admit that he had done exactly 
what the Attorney General said he had done. He gave his mo- 
tive for doing it. The Attorney Genera] had not imputed any 
motive. The name of the late Fred Vinson was brought into the 
case for the first time insofar as I have been able to ascertain 
by Mr. Truman who proceeded to shed crocodile tears over the 
Republicans having attacked a man in his grave. It is all un- 
doubtedly the greatest farce this writer has witnessed in more 
than 25 years in Washington. 


I have gone into details on this phase of the story because it 
shows the extent to which our more vocal and influential news- 
papers have fallen from s‘raight reporting and to the extent which 
they have become propagandists. A few days ago the British 
radical labor leader, Aneurin Bevan, said the British newspapers, 
in becoming predominantly heralds of opinion rather than of 
news, had about made the British people insane. There is a serious 
question whether the aggressive press of this country is not doing 
the same thing. 


One of the more sickening phases of the propaganda attendant 
upon this controversy has been the expressions of concern in the 
newspapers over our losing our “world leadership.” Cartoons have 
portrayed bewildered Britishers and French and even the Asiatics 
looking at us in amazement and asking each other whether such 
people as we could be entrusted with “world leadership.” Editorials 
in foreign newspapers telling of their concern about our leader- 
ship ability have been freely if not gleefully reprinted in this 
country. 

It has gotten so that we can’t engage in any controversy with- 
out the pundits solemnly holding up an admonishing hand and 
lecturing us to be careful! lest we lose the world leadership. It is 
bad enough fer these global minds to take our earnings and scatter 
them all over the globe without their continual warnings that we 
must be careful in our conduct. It seems that we are right on the 
brink of having the nations ef the so-called “free” world meeting 
and removing us as “leader” and electing another nation instead. 
Our so-called world leadership is, of course, based upon our put- 
ting out the money. To have so many of our self-appointed leaders 
constantly dinnin into our minds that we must be careful what 
we say or what we do lest we lose our position of dubious dis- 
tinction is becoming increasingly offensive. 

That Mc. Truman has made no case for himself or his admin- 
istration goes almost without saying. When Harry Dexter White 
was promoted to the “less sensitive” position with the International 
Monetary Fund he took with him a crew of his associates who had 
also been reported upon by the FBI. They also were to be kept 
under the scrutiny of the FBI, we are told, until it could catch 
them dead in the act. It must have been a trying job for the FBI 
because these men, including White, travelled all over the world 
on missions for the government. 


A better explanation and a truer one which Mr. Truman could 
have given is that these cases were brought to his attention when 
he had been in office only a few months, when he was still in that 
famous period of humility; that the war with Japan in which 
Russia had been our “glorious” ally had been over only a couple 
of months and, although the Administration was beginning to get 


annoyed, it was still clinging to the Roosevelt heritage that the 
Soviets were to be our friends forevermore. 





Carlisle Bargeron 


Calvin Coolidge, handed a package of rottenness by the Hard- 
ing adminisiration, took the lead in a cleanup which resulted in 
his overwhelming return to the Presidency in 1924. Mr 
apparently felt he was obligated to Roosevelt. 
up and carry on. 


Truman 
He tried to cover 


In fairness to him and to the country, the Republicans should 
go back to Roosevelt and the beginning, one of the saddest chapters 
in this country’s history. But they won’t do this. 
too many voters who look for Roosevelt to return. 


There are still 
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A Perspective of Conditions 
In Petroleum Industry 


By JOHN R. SUMAN* 
Vice-President, Standard Oil Company (N. J.) 


Asserting though valleys and peaks in petroleum demand will 
continue to occur, long-term condit:ons point to an overall up- 
ward trend, executive of leading producer is “stil! bullish on the 
American oil industry.” Predicts, even with some business 


recession, oil consumption will 


continue to increase, and pro- 


ductive capacity will be slightly above actual consumption. 

Warns against gloomy foreboding and says “if we keep pro- 

claiming publicly we are weakening, we may really get weak.” 
Discusses question of foreign oil imports. 


As we meet today to review 
events affecting our business and 
try to peer into the future, we 
find the industry in a position 
where our ca- 
pacity to pro- 
duce is ahead 
of current oil 
production. 

We would, 
of course, be 
foolhardly to 
close our eyes 
to what seems 
to be too 
much oil at 
one time or 
Loo little atan- 
other. On the 
other hand, it 
could be no 
less ill-advised 
to focus our eyes so narrowly 
upon conditions of the moment 
that we become downcast or 
panicky and lose sight of the 
great, forward-moving stream of 
our work. 

After hearing some of the anx- 
jieties of our industry in the past, 
I think it can be useful to us to 
try to take an analytical look at 
the industry and to see if we can 
get an accurate perspective on 
conditions as they are at this 
moment of 1953. 

For a long time now, there has 
been a steadily growing demand 
for energy. An increasing percent- 
age of that enlarged demand has 
been met by convenient, efficient 
oil fuels. Twenty-five years ago, 
for example, the peoples of the 
world used about 3%2 million bar- 
rels of oil every day. Now the 
daily total used is nearly 13 mil- 
lion barrels. That almost four-fold 
increase is impressive. In per 
capita terms, people in the United 
States used 17 barreis of oil a vear 
in 1952, as compared with about 
seven barrels 25 years ago. In 
most other parts of the world the 
per capita rate is much lower. But 
there is every indication that the 
percentage rate of growth beyond 
our own shores, both in total and 
on a per capita basis, will con- 
tinue to be greater than it will be 
here at home. 

As it has done so often in the 
past, the petroleum industry has 
succeeded in meeting the enor- 
mous increase in consumer calls for 


its products. In so doing, the in- 
dustry has not only reached its 
goal but may have been carried 
past it by sheer momentum. I do 
not regard this as astonishing or 
as cause for consternation. Ours is 
a commodity whose production 
takes time to develop. Refineries, 





John R. Suman 


tankers, and pipelines are noi 
built in a matter of weeks. Be- 
tween the time of the discovery 
of an oil field and its develop- 
ment, or between the time of 
projecting a new refinery and the 
day it goes on stream, the market 
for oil products made up of 


hundreds upon hundreds of indus- 


tries and millions of individuals. 





*An address by Mr. Suman before the 
33rd Annual Meeting of the American 
Petroleum Institute, Chicago, Ill., Nov 
11, 1953. 


each with its own needs and 
judgments—may have altered. 


Balancing of Supply and Demand 


Taking into account the inevit- 
able time-lag between the blue- 
printing of new petroleum facili- 
ties and their completion, the 
wonder is not that oilmen some- 
times overshoot or undershoot 
their mark but that they hit so 
close to it as they do. The sub- 
sequent adjustments necessary to 
vaiance supply with demand are 
part of our jobs. Dealing with 
tasks like this is what society pays 
us for. 

The enlargement of oil industry 
facilities that has taken place, 
especially since the war, is not 
confined to the United States; 
there has been great expansion in 
other countries in response to the 
rapid growth of demand which I 
have mentioned. Although it is 
not news to you, I am sure, let me 
emphasize that the building-up 
of oil facilities in foreign lands is 
not all milk and honey. If, some- 
times, the rewards are substantial, 
so are the problems and costs. 

When negotiating with a gov- 
ernment (which is what you have 
to do in virtually all overseas ven- 
tures) private companies obvious- 
ly bargain on unequal terms, since 
even a small and weak govern- 
ment possesses powers not open to 


a business concern. In seeking 
concessions, American companies 
frequently encounter’ vigorous 


competition not only from other 
American concerns but from those 
of other nationalities, and often 
the latter receive diplomatic sup- 
port of a type which Americans, 
with their traditional separation 
of politics and business, do not 
practice. 

Once oil is found, entire com- 
munities may have to be built for 
employees and their families. This 
means heavy outlays of a kind not 
usually required in oil operations 
in the United States. 


Effects of Foreign Petroleum 
Expansion 


Expansion of the oil industry 
abroad has had its effect upon the 
oil business here in the United 
States. This is quite natural. From 
its earliest days, the nature of our 
business has been such that a 
large new source of supply, or a 
jarge new area of demand, has 
always had pretty prompt impact 
upon the industry as a whole. We 
have seen this not only as between 
countries but also as between dif- 
ferent sections of the United 
States. For example, discovery of 
East Texas affected Pennsylvania, 
Ohio, Illinois, Oklahoma and other 
older producing areas of the na- 
tion. Today discoveries in Arabia 
or Alberta, or rising demand for 
liquid energy in the United King- 


dom or North Africa, have their 
influence in Louisiana or Wyo- 
ming. 

The immediate cause for our 
current concern in the domestic 
producing industry, of course, is 
the reductions in allowables that 
have recently taken place In 


speeches and statements by mem- 
bers of the industry there has been 
a tendency, aimost without excep- 
tion, to put the blame tor these re- 
ductions entirely and exclusively 
on imports. 1 shall discuss im- 
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ports more fully a little later, but 
let me remark now that, in my 
opinion, such an explanation is a 
great over - simplification. Many 
other factors are involved. 

It appears clear, for example, 
that production was over-enlarged 
in the latter part of last year in 
order to make up for the loss of 
output resulting from strikes in a 
number of refineries earlier in 
the year. Some cutback from what 
can be regarded as an unnaturally 
high level was in order. In a busi- 
ness whose volume is affected by 
the weather, we have been going 
through a period of abnormally 
high temperatures. Furthermore, 
there has been some slight slack- 
ening of general industrial activ- 
ity in the United States since last 
spring. After years of rising out- 
put, such a let-up is only to be 
expected. And the oil industry 
cannot remain unaffected by the 
rate of activity in industry gen- 
erally. 


A Margin of Productive Capacity 


As you know, there is at present 
a margin of productive capacity 
over current use of about one mil- 
lion barrels a day, and, to the ex- 
tent that imports were reduced, 
we could begin digging into this 
spare capacity. But any desire to 
begin getting a return on this ca- 
pacity should be balanced against 
the fact that our government re- 
gards this production reserve as a 
very important security measure 
against the event of war or other 
serious emergency. Last spring, 
in a letter to Senator Lyndon 
Johnson, Navy Secretary R. B. 
Anderson underscored the govern- 
ment’s feeling when he wrote: “It 


is estimated that the current U. S. 
daily production, including crude 
oil, distillates and gas liquids, is 
7,059,000 barrels per day. The es- 
timated daily production capacity 
if restrictions were removed is 8,- 
159,000 barrels per day. This fig- 
ure is not sufficient to meet the 
U. S. and Allied requirements in 
time of a national emergency.” 

Carrying this reserve capacity 
may sometimes seem irksome. But 
it is probably the only fair way to 
meet our responsibility to our 
country and, by so doing, meet 
our responsibilities to ourselves. 
The same opinion applies to refin- 
ing. For along with spare produc- 
tive capacity has gone a buildup 
in spare refining capacity about 
which apprehension has also been 
voiced. Yet when we consider 
that the excess refining capacity 
available today is only a little 
more than 10% above normal 
needs, and that the industry oper- 
ated for many years in the pre- 
war period with a margin of 20% 
to 30% refining capacity, it would 
seem that the present margin is 
not unduly large. 


Domestic Crude Oil Production at 
6% Million Barrels 


Despite the cutbacks made in 
several months of this year as 
against the immediately preceding 
months, domestic crude oil pro- 
duction for the year as a whole 
will average in the neighborhood 
of 6,500,000 barrels daily. This is 
approximately 4% higher than in 
1952, which was itself a record 
year. This means that crude pro- 
duction in 1953 will set a new 
high mark in the industry’s entire 
history. It’s hard to see why we 
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ought to complain about setting 
a record. 

Now, it may be argued: Yes, oil 
output increased during 1953, but 
it ought to have increased more; 
the industry didn’t grow as much 
as it should have. 

I don’t know what yardstick one 
would use to measure how much 
the industry “should” have grown. 
But when you measure the domes- 
tic industry’s progress against 
some other important factors in 
the life of the U. S., it appears that 
we've been doing all right. For 
example, while the population of 
the country has increased by 43% 
(which is the growth in the past 
30 years), gross national product 
has gone up about 150% in terms 
of a constant dollar. Over the 
same period, domestic crude oil 
production has gone up 225%— 
in other words, about five times 
as much as population growth and 
half again as much as the increase 
in the nation’s production overall. 
Thus, when you consider the in- 
dustry in relation to the growth 
of the country it would seem that 
domestic oilmen have made sub- 
stantial gains. 


Prospects of Future Production 
Some may say that even if pro- 
duction is at a record level in 
1953, the future looks dark—that 
conditions are such that the search 
for new oil has been discouraged. 
Let’s look at the figures. Well 
completions this year to date are 
up about 5%%. The number of 
wells drilling at the end of Sep- 
tember this year was up 32% over 


those drilling at the end of Sep- 
Continued on page 26 








New Issue 


Incorporated 


November 19, 1953. 





Dated December 1, 1953 


Harriman Ripley & Co. 
The First Boston Corporation 


Wood, Gundy & Co., Inc. 


This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


$18,600,000 


Corporation of the 


City of Toronto 


(PROVINCE OF ONTARIO, CANADA) 


Consolidated Loan Debentures 


Due December 1, 1954-83, incl. 





Public Approx. Public Approx. 

Coupon Offering Yield to Coupon Offering Yield to 

Maturity Rate Price Maturity Maturity Rate Price Maturity 

1954 3% 100.24 2.75% 1969 3% % 100.00 3.37 % 
1955 3 100.29 2.85 1970 3% 100.00 3.37 
1956 3 100.29 2.90 1971 3% 99.75 3.39 
1957 3 100.19 2.95 1972 3% 99.50 3.41 
1958 3 100.00 3.00 1973 3% 99.25 3.42 
1959 3% 100.41 3.05 1974 3% 99.00 3.44 
1960 3% 100.16 3.10 1975 314 100.00 3.50 
1961 3% 99.82 3.15 1976 3'2 100.00 3.50 
1962 3% 99.42 3.20 1977 3% 100.00 3.50 
1963 3% 100.00 3.25 1978 3% 100.00 3.50 
1964 3% 100.00 3.25 1979 3% 100.00 3.50 
1965 3% 99.75 3.27 1980 3% 100.00 3.50 
1966 3u% 99.50 3.30 1981 3% 100.00 3.50 
1967 3% 99.25 3.32 1982 3% 100.00 3.50 
1968 3% 99.00 3.33 1983 3% 100.00 3.50 


(Plus accrued interest from December 1, 1953 to date of delivery) 


Copies of the Prospectus are obtainable from only such of the undersigned and such other 
dealers as may lawfully offer these securities in the respective States. 


A. E. 


Incorporated 


McLeod, Young, Weir, Incorporated 


The Dominion Securities Corporation 


Smith, Barney & Co. 


Ames & Co. 
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The Livestock Situation 


By ROGER W. BABSON 


After discussing “headaches” in the cattle industry, Mr. Babson 

lays cause of trouble to over-expansion of cattle raising, but 

holds bearish factors appear to be fairly well discounted. Says 

hog growers are doing all right, but is not so optimistic as to 
outlook for sheep. 


Although I own a 12,000-acre 
ranch in Florida, I have never 
gone in for livestock raising; 
hence, I am by no means an ex- 
pert on this 
branch of 
agriculture. 
What I have 
to say on the 
subject is 
purely from 
the layman’s 
point of view. 

The cattle 
business is an 
up-and-down 
affair, and is 
one in which 
the inexperi- 
enced operator 





Roger W. Babson can lose his 
shirt. For 
about a dozen war and postwar 


years the industry prospered. 
Everyone in it was making money, 
and as a consequence everyone 
wanted “to get into the act,” with 
or without experience. The big 
operators also expanded, despite 
high prices for stockers and 
feeders. Cattle numbers increased 
rapidly, until the number on U. S. 
farms hit an all-time high of 93,- 
696,000 head as of Jan. 1, 1953. 
The number on feed on that date 
also stood at a record high of 
5,836,000 head—16% above a year 
earlier. The cattle cycle trend 
cannot quickly be altered. 

Attractive prices were the chief 
expansion lure. Weekly average 
cattle prices had soared to $37.35 
a hundred weight by September, 
1951. In April, 1951, prices of 
heavy steers at Chicago stood at 
$43.50. But trouble in the form 
of drought was brewing in the 
Southwest. Prolonged hot, dry 
weather scorched the Southwest 
and other areas in 1952 and 1953. 
Pastures virtually evaporated. 
Feed shortages mounted in the 
stricken areas. Many ranchers had 
no alternative but to rush their 
cattle to market. As a result, the 
bottom fell out. Cattle prices at 
Chicago recently averaged $25.40; 
heavy steer prices $29.75. Many 
cattle raisers today are in serious 
difficulty. 


Action and Reaction 


The Law of Action and Reaction 
applies as much to the cattle in- 
dustry as it does to any other in- 
dustry, or to the entire national 
economy. Overexpansion in any 
direction inevitably leads to a re- 
adjustment, which often is pain- 
ful. We appear to be at or near a 
cyclical peak in the number of 
cattle; the next broad move will 
be down. Even so, the number 
of cattle on farms next January 
may not differ materially from 
that of a year earlier. This means 
that slaughter and supplies of 
beef will continue large, seasonal 
factors considered. Bearish factors, 
however, now appear to be fairly 
well discounted, barring a further 


serious drought or a sharp busi- 
ness recession. Florida’ surely 
should do better. 

Many cattle producers are ask- 
ing for government support; but 
many others want to stand on 
their own feet and see the thing 
through. I doubt that Uncle Sam 
will support cattle prices; but may 
extend aid to drought-stricken 
sections. Smart cattle men who 
tend their own cattle, with ample 
pasture and feed, should be able 
to make money in cattle next 
year. But it remains an uncertain 
enterprise for the inexperienced 
and those who do not ride the 
ranches themselves. It is fraught 
with risk, yet full of challenge for 
the man with livestock in his 
blood and know-how in his head. 


Hog Growers Doing All Right 

The hog cycle is a short-term 
affair and is more closely under 
the control of the producer than is 
the case with cattle. The so-called 
hog-corn ratio is the determining 
factor. U. S. hog production hit a 
record high of 101,811,000 head in 
1951. This year’s indicated crop 
of some 84,000,000 head is a five- 
year low and prices have been 
correspondingly high—higher, in 
fact, than in any other years ex- 
cept 1947 and 1948. 

What is the outlook for next 
year? With the hog-corn ratio 
currently around 15.0, compared 
with 11.9 a year ago, I forecast an 
increase in hog production. The 
1954 spring pig crop may top that 
of a year earlier by 5% or more. 
These larger supplies will not 
come on the market until the sec- 
ond half of next year. Prices in 
the fall of 1954, as a result of in- 
creased marketings, may show 
more than the usual seasonal de- 
cline. Although hog prices cur- 
rently are under mild seasonal 
pressure, they should be followed 
by a good recovery later. 


What About Sheep? 


I am not optimistic over the 
sheep outlook. The industry has 
been on the downgrade in the 
U. S. since 1942. Feeble attempts 
at expansion were made in 1951 
and 1952, but were not sustained. 
Increased production costs, plus 
stiff competition from foreign 
wool and synthetic fibers, argue 
against any major upturn in do- 
mestic sheep numbers over the 
next few years. 


Trowbridge Co. Adds 

(Special to Tue FINanciaL CHRONICLE) 
BATTLE CREEK, Mich.—Alice 
M. Fruin has been added to the 
staff of Trowbridge & Company, 
Michigan National Bank Building. 


Bache Adds to Staff 

(Special to Tue Financia CHRONICLE) 
MIAMI BEACH, Fla. — Robert 
V. Milberg is now with Bache & 

Co., 1 Lincoln Road Building. 





travel. 





ECONOMIC 


(in prime of life) 


Please write Box S-1112 Commercial 
Chronicle, 25 Park Place, New York 8, N. Y. 


ANALYST 


Interested in connection with financial institution, invest- 
ment banker or broker, or industrial corporation. 

Varied experience includes writing for top financial and 
economic journals, consultation to U. S. Government, uni- 
versity teaching, and chamber of commerce service. 


No marital ties to interefere with relocation 


and/or 


and Financial 
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In Investment Field 








Nov. 19, 1953 (New York, N. Y.) 
Purchases and Sales-Tabulating 
Division of Wall Street, Associa- 
tion of Stock Exchange Firms, 
Annual Dinner at the Hotel Statler. 


Nov. 23, 1953 (Boston, Mass). 
Boston Investment Club dinner 
meeting at the Boston Yacht Club. 


Nov. 29-Dec. 4, 1953 
(Hollywood, Fla.) 
Investment Bankers Association 
of America Annual Convention at 
the Hollywood Beach Hotel. 


May 7, 1954 (New York City) 


Security Traders Association of 
New York annual dinner at the 
Waldorf-Astoria. 


June 9-12, 1954 (Canada) 


Investment Dealers’ Association 
of Canada Annual Convention at 
Jasper Park Lodge. 


Sept. 22-26, 1954 (Atlantic City) 


National Security Traders Asso- 
ciation Annual Convention at the 
Hotel] Claridge. 


Goodbody 14 Century 
Club to Add Members 


The Quarter Century Club of 
Goodbody & Co., 115 Broadway, 
New York City, will add four new 
members at its fifth annua] dinner 
to be held tonight (Nov. 19, 1953) 
in the Manhattan Room of the 
New York Athletic Club. The new 
members, gd. P. Ruocco, K. T. 
M. Ranta, M. F. Pinto and R. S. 
O’Hara, will be presented gold 
wrist watches by Marcus Good- 
body, senior partner of the firm 
and permanent club chairman. 
Their admission will bring the 
club’s total membership to 35. 


Robert Cobb Forms 
Own Firm in Houston 


HOUSTON, Tex. — Robert S. 
Cobb is engaging in the securities 
business from offices in the Mel- 
rose Building under the firm name 
of Cobb & Co. He will act as 
participating distributor and deal- 
er in listed and unlisted securities 
specializing in oil and gas issues 
and mutual fund shares. Mr. Cobb 
was formerly with B. V. Christie 
& Co. 


With Professional Service 

(Special to THe FINaNcIAL CHRONICLE) 

LOS ANGELES, Calif. — Lau- 
rence LeBaron has become asso- 
ciated with Professional Service 
Plan, 1122 Crenshaw Boulevard. 
He was formerly with First Cali- 
fornia Company. 


Milton C. Powell Adds 

(Special to THe FINANCIAL CHRONICLE) 

PASADENA, Calif.—William E. 
McCombs has become affiliated 
with Milton C. Powell Co., Se- 
curity Building. 


Two With Standard Inv. 


(Special to THe Financia CHRONICLE) 


PASADENA, Calif.—William R. 
Rouse and Neil A Skinner have 
joined the staff of Standard In- 
vestment Co. of California, 571 
East Green Street. 


With Frank Edenfield Co. 


(Special to THe FINANCIAl CLE) 
MIAMI, Fla.—Leland B. Olm- 
stead and Thomas J. Murray have 
joined the staff of Frank L. Eden- 
field & Co., 8340 Northeast Second 


Avenue. 


CHRON! 








Dealer-Broker Investment 
Recommendations & Literature 


lt is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Area Resources — Utah-Idaho-W yoming-Colorado—Booklet— 
Utah Power & Lignt Co., P. O. Box 899, Dept. K, Salt Lake 
City 10, Utah. 

Autmobile Industry — Review—McDonnell & Co., 120 Broad- 
way, New York 5, N. Y. 


Foreign Exchange Quotations—Folder of quotations on curren- 
cies of 144 countries throughout the world—Foreign Depart- 
ment, Manufacturers Trust Company, 55 Broad Street, New 
York 15, N. Y. 


German Dollar Bonds — Study — Medel, Roland & Stone, 120 
Broadway, New York 5, N. Y. 


Investment Opportunities in Japan—Circular—Yamaichi Secu- 
rities Co.. Ltd., 111 Broadway, New York 7, N. Y. 

Mergers—Consolidations—Acgquisitions — Discussion — West- 
heimer and Company, 326 Walnut Street, Cincinnati 2, Ohio. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period— 
National Quctation Bureau, Inc., 46 Front Street, New 
York 4, New York. 

Railroad Earnings — Bulletin (No. 146)—Smith, Barney & Co., 
14 Wall Street, New York 5, N. Y. 

Recommended Stocks — List of selected issues — H. Hentz & 
Co., 60 Beaver Street, New York 4, N. Y. Also available are 
bulletins on Louisiana Land & Exploration Co. and Sunray 
Oil Corp. and a fortnightly review of financial and economic 
conditions. 

Tax Memorandum — Suggested income tax savings through 
security transactions—Bache & Co., 56 Wall Street, New 
yoru 3, NN. X. 

Understanding the New York Stock Exchange—lIllustrated 50- 
page book of information about the Exchange—New York 
Stock Exchange, Broad and Wall Street, New York 5, N. Y. 

. + . 


American Telephone & Telegraph Company—Table of related 
values—New York Hanseatic Corporation, 120 Broadway, 
New York 5, N. Y. 

Atlantic Coast Line Railroad Company—Analytical brochure— 
Glore, Forgan & Co., 40 Wall Street, New York 5, N. Y. Also 
available is an analysis of International Cellucotton Products 
Company. 

Central Vermont Public Service Co.—Booklet—Ira Haupt & 
Co., 111 Broadway, New York 6, N. Y. 


Detroit Steel Corporation — Bulletin — Gartley & Associates, 
Inc., 1025 South Oakwood Avenue, Detroit 9, Mich. Also 
— is a bulletin on Mount Vernon-Woodberry Mills, 
ne. 

Eastman Kodak Company — Analysis—Van Alstyne, Noel & 
Co., 52 Wall Street, New York 5, N. Y. 


General Pablic Utilities—Memorandum—Josephthal & Co., 120 
Broadway, New York 5, N. Y. 


G. M. Giannini & Co., Inc.—Analysis—Hill Richards & Co., 622 
South Spring Street, Los Angeles 14, Calif. 


Hanover Bank of New York — Bulletin — Laird, Bissell & 
Meeds, 120 Broadway, New York 5, N. Y. 


International Business Machine Corporation — Analysis—Wil- 


i. Blair & Company, 135 South La Salle Street, Chicago 3, 


Investors Diversified Services, Inc. — Study — New York 
Hanseatic Corporation, 120 Broadway, New York 5, N. Y. 


Kanegafuchi Spinning—Analysis—Nikko Securities Co., Ltd., 
4,1-chome, Marunouchi, Chiyoda-ku, Tokyo, Japan. Also 
available is an analysis of Nippon Oil. 


Park City (Kansas) Improvement District Bonds—Bulletin— 


Ranson-Davidson Company, Inc., Beacon Building, Wichita 
2, Kansas. 





Riverside Cement Company—Analysis—Lerner & Co., 10 Post 
Office Square, Boston 9, Mass. 


Ruberoid Company—Analysis in current issue of “Gleanings”— 
Francis I. du Pont & Co., 1 Wall Street, New York 5, N. Y. 
Also in the same issue is data on Atomic Energy Stocks. 


Continued on page 46 











Texas Gas Transmission 
Texas Eastern Transmission 


Transcontinental Gas Pipe Line 


your orders & inquiries invited 


TROSTER, SINGER & Co. 


Members: N. Y. Security Dealers Association 
74 Trinity Place, New York 6, N. Y. 
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We'll Have No Depression 
Like the ‘Thirties 


, 
a! 


By HARRY A. BULLIS* 
Chairman of the Board, General Mills, Inc. 


*  Helding any recession from present high economic activity will 
be small—not above 10%, prominent industrial executive 
bases opinion on “an increase in liquidity” in the whole coun- 
try. Stresses liquidity of banking structure, and says there is 
not likely to be heavy withdrawal of deposits. Cites additional 
liquidity in the economy, and points to cushion of lower tax 
obligations in event of reduced earnings. Looks for growth of 


population as another positive factor against severe depression. 


Business and government ex- 
Perts agree that we are likely to 
have a recession from present 
high economic activity. The De- 
partment of 
Commerce 
business ad- 
visory com- 
mittee expects 
a drop of only 
5% in our 
total national 
output; the 
government 
experts expect 
the drop to be 
“closer to 
10%” and 
some indus- 
trialists have 
been predict- 
ing a decline 
ef 10 to 15%. I do not lay any 
great stress on such specific fig- 
ures, but I believe there are good 
reasons to believe that the decline 
will be small—in the range of 5 
to 10%. 


The most recent recessions we 
have had were in 1949 and 1938. 
The 1949 recession showed a de- 
cline of only 444% in national out- 
put from the 1948 peak. The re- 
cession of 1938 showed a similar 
drop of 623%. 


No Depression Like ’Thirties 


But what about the great re- 
cession of 1929-33? 

I do not believe we can have 
that kind of a recession in the dis- 
cernible future. I make that 
statement because many things 
have changed to such an extent 
that such a wide collapse is ex- 
tremely unlikely. One of the 
changes is the increase in liquid- 
ity in the whole country. Another 
change is the set of safeguards we 
have set up against wholesale 
bankruptcy, wholesale farm and 
home foreclosures, wholesale un- 
employment without income, and 
protections against wage reduc- 
tions and cutting of prices. These 
economic defenses were not built 
by accident. 


Liquidity of Banks 

In the past, a common phenom- 
enon of business depression has 
been bank failures and a collapse 
in the supply of money. In the 
recessions of the 1920's, about 
two-thirds of our Minnesota 
banks went “broke” at one time 
or another and the proportion was 
even higher in the Dakotas and 
Montana. In the East there were 
practically no bank failures in the 
early 1930's, but there may have 
been some embarrassment. 

The change which has taken 
place to prevent bank failure is in 
liquidity. Back in the 1930 period 
our banks in Minnesota and the 
Upper Midwest had cash and re- 
gerves equal to only 10% of de- 
posits. The remaining 90% of 
deposits was tied up in loans, 
mostly frozen or difficult to col- 
lect. Thus it will be seen readily 
that a small run on the bank equal 
to only 20% of deposits could not 
be met by the 10% of reserves. 
That is what happened in the 
early 1930's. In fact if the reserves 
had been paid out, the bankers 
would have been breaking the 
law which requires them to keep 
@uch reserves. So the bankers 


*A radio address by Mr. Bullis, Nov. 
40, 1953. 





Harry A. Bullis 





had to proceed to collect on their 
loans all at once. That is the sort 
of thing that starts a huge down- 
ward spiral and drives the econ- 
omy into a deep recession. 

Today we have banks in this 
Upper Midwest area which are 
more liquid than the banks on 
Wall Street. Out here they are 
60% liquid, and banks that are 
60% liquid could handle easily 
withdrawals of 20% of their de- 
posits. In the banking structure 
today, our banks have about $25 
of cash and reserves and another 
$25 in government securities for 
each $100 of deposits. These two 
items are equal to 50% of their 
liabilities, and that is the liquid- 
ity ratio of all banks in the United 
States today. The remaining 50% 
of banking assets are in loans, 
mostly on an amortized basis and 
in good shape. 

With banks throughout the 
United States in such liquid con- 
dition, it is not likely that there 
will be any huge demands for 
withdrawal of deposits. In addi- 
tion, the Federal Deposit Insur- 
ance Corporation insures bank 
deposits in the event of bank fail- 
ure. This not only provides con- 
fidence, but prevents a shrinkage 
in bank deposits which would ag- 
gravate recession. I believe the 
strong position of our banks is the 
greatest single reason why the 
United States will not have any 
serious business recession. 


Additional Liquidity in the 
Economy 


In the 1929-33 depression, we 
did not have old age pensions. To- 
day our old people receive sub- 
stantial assistance which will 
continue even though there is a 
recession. We also have unem- 
ployment compensation to assist 
people when adjustments have to 
be made. In addition, people have 
large savings to help tide them 
over. They have $57 billion in 


Savings bonds alone. Out in this 


district in 1929, farm debts were 
five to seven times the liquid as- 
sets. Now the situation is re- 
versed. 


Also back in 1929 most mort- 
gages were for relatively short 
periods with little or no provision 
for payments before the whole 
sum became due. The endeavor 
to collect led to foreclosures and 
added to the havoc. Today, most 
mortgages are for long periods up 
to 25 years and are amortized by 
monthly payments. I believe 
most large lenders have plans to 
ease pressure in case of economic 
emergency. 


As a general thing, industry is 
also trying to keep itself in a 
reasonably liquid position. Exten- 
sion of credit and inventory ac- 
cumulation receives a great deal 
of attention. In many companies, 
accelerated depreciation of plants 
and equipment makes added sums 
available for use in the business. 


Earnings and Tax Obligations 
Decline Together 


Then we have another develop- 
ment which economists call by 
the jaw-breaking name: “the auto- 
matic built-in flexibility of the 
American tax structure.” This 
means that when there is a decline 
in business earnings, that decline 
is greatly cushioned by the re- 
duction in Federal income taxes 


which must be paid. For busi- 
nessmen who are subject to pro- 
gressively high rates, a reduction 
in income is accompanied by an 
even more rapid decline in taxes. 
The government shares in the 
“down” as well as the “up” of 
business. 


Relief of the Money Market 


When a moderate crisis occurred 
in the financial market last May 
and early June, our monetary au- 
thorities were quick to take cor- 
rective measures and ease the 
tightness which had developed 
out of the desire to check infla- 
tion. Action was taken rapidly 
and firmly. It is apparent now 
that the noose of tight money will 
not be fastened on the economy 
when it is not needed. We have 
the statement of our monetary au- 
thorities that money and credit 
are going to be made to expand 
with the needs of total production, 
the rise in productivity and the 
growth in population. 


Agricultural Situation 

The agricultural situation is 
still clouded and the basic prob- 
lems are not yet solved. After the 
war there was no problem, be- 
cause Europe was desperately 
short of food and wanted all we 
could ship. Now the agriculture 
of Europe is largely restored to 
production and, as a result, our 
exports of agricultural products 
are greatly curtailed—in fact 
about cut in two. 


We have continued to have good 
crops. United States and Canada 
and the rest of the world also have 
had huge crops of wheat, which 
total a billion bushels a year more 
than just before the war. That is 
depressing the markets and the 
prospect is for a huge carryover 
of wheat in the United States ap- 
proaching a billion bushels. 

Our cattle population has been 
built up from 76 million head in 
1946 to 94 million at the present 
time. 


Our cotton crop has been large 
and we have a huge surplus. 

Looking ahead, it does not seem 
likely that European agricultural 
production will increase to higher 
levels, so there should be no addi- 
tional pressure from a rise in out- 
put over there. 

Our surpluses of wheat and 
cotton present the most difficult 
problems with which we have to 
cope. In the case of meat, farmers 
have taken losses for a year and 
a half, but the prospects are rea- 
sonably good for profitable opera- 
tion on the basis of today’s costs. 
Figures published a short time ago 
show that prices of agricultural 
products as a whole are now av- 
eraging 91% of parity. 


Additional Positive Factors 


Growth in population is another 
optimistic factor. During the dec- 
ade of the 1930’s population in- 
creased by about 8 million. In the 
last 10 years we have grown by 
over 24 million. Most of these 
added consumers are still young 
and as they grow the effect will be 
felt. 

Business activity and employ- 
ment have been extremely high 
during the first nine months of 
1953. The year 1953 will be very 
good. Therefore, any decline will 
have to start from a condition of 
great prosperity. 

There are readjustments taking 
place right before our eyes. We 
saw them a while ago in the fir 
plywood industry, we saw them in 
the agriculture commodities, they 
have been prenounced in the man- 
ufacture of television sets and 
they are taking place in other in- 
dustries. These difficulties are 
“rolling readjustments.” 

We have good defenses against 
serious recession. I believe that 
President Eisenhower and his ad- 
visors are working on the theory 
that the best defense against re- 
cession is quick action. The Ad- 
ministration has been abreast of 
the situation, and there is no rea- 
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son to conclude it would fail in at- 
tempting remedial measures were 
they at any time warranted. 


We are, I am sure, prepared 
to take steps to keep all con- 
struction at high levels, particu- 
larly housing construction. We 
shall have plans to keep enlarg- 
ing the rapidly growing home 
and city rehabilitation outlays. 
Tax reductions next January will 
be stimulating. Defense outlays 
will not be greatly reduced. 


Conclusion 


Any forecast is made difficult 
because one can never judge the 
psychological attitude of the pub- 
lic which can become so fearful 
as to create the dangers which it 
fears. Most people agree that 
there is no reason for these roll- 
ing readjustments to get out of 
hand; but the disturbing factor is 
the psychological attitude of the 
business public as it surveys the 
process. It is inclined to forget 
that a trend toward a balanced 
budget and a sane economy is 
basically sound. 


What has been taking place has 
on the whole been healthy and 
one can face the period ahead 
with the same confidence that was 
responsible for the great develop- 
ment of the United States, assum- 
ing that no untoward international 
development changes the pre- 
carious balance. 


If we can continue the rolling 
readjustments of the _ difficult 
spots, 1954 should be a good year 
—a year of satisfaction to all of 
us and high employment and 
output as well. 


Two With B. C. Christopher 


(Special to ‘Tuk Frvancrat CHrontces) 

KANSAS CITY, Mo.—Dale E. 
Culver and James M. Patten have 
joined the staff of B. C. Christo- 
pher & Co., Board of Trade Build- 
ing, members of the Midwest 
Stock Exchange. 





NEW ISSUE 





BLYTH & CO., INC. 


Incorporated 


MERRILL LYNCH, PIERCE, 
WHITE, WELD & CO. 





HORNBLOWER & WEEKS 


HARRIMAN RIPLEY & CO. 


This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these shares. 
The offering is made only by the Prospectus. 


240,672 Shares 


BRIDGEPORT BRASS COMPANY 


Common Stock 
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Connecticut Brevities 


The Hamilton Standard Division 
of United Aijircraft Corporation 
has started construction on two 
mew additions to its plant at 
Windsor Locks. The first will be 
48 feet high and will house two 
big tube reducing machines and 


a new hot-form press with 10 
times the capacity of present 
squipment. The second addition 


will provide additional space for 
the shipping department. The new 
buildings, with a floor space of 
about 60,000 square feet, are 
scheduled for completion next 
summer. 
s t s 

The Yale & Towne Manufactur- 
jing Company has recently formed 
a Powdered Metal Products Di- 
vision to consolidate its operations 
in the growing field of powdered 
ynetallurgy. The new division will 
include the recently acquired 
Powdered Metal Products Corpo- 
vation of America and the former 
American Sintered Alloys Divi- 
sion. Current production includes 
gears, filters, cams, sprockets, 
bearings, wheels, keys and many 
ather parts. 

t % bs 

The Guilford-Chester Water 
Cempany has recently made a 
private placement of $450,000 of 
first mortgage bonds, series B, due 
Sept. 1, 1978. Proceeds will be 
used in connection with the rela- 
tively large improvement and ex- 
pansion program covering 1953 
and 1954. During the spring of 
1954 service will be extended to 
three new shore communities in 
Old Saybrook. 


x, % 


Southern New England Tele- 
phone Company’s recent offering 
of 400,000 shares of common stock 
at $25 a share was subscribed for 
to the extent of 99.5% through 
exercise of rights. The remaining 
2,098 shares were sold to security 
dealers. 

%: & xz 

The Bridgeport Brass Company 
has filed a registration statement 
with the SEC covering 238,628 
shares of common stock. It is ex- 
pected that stockholders of record 
Nov. 17, will be offered rights to 
buy one new share for each share 
owned. The proceeds are to be 
used in connection with the long 
range expansion program which 
includes increased production of 
aluminum products, expenditure 
of $4,500,000 for machinery and 
equipment for a new tube mill, 
and $1,500,000 for other capital 
improvements. 

n ft: , 

With the approval of the Con- 
necticut Public Utilities Commis- 
sion and the Securities and Ex- 
change Commission, the subsidi- 
aries of Derby Gas & Electric 
Corporation, a registered holding 
company, will merge and the re- 
sulting company, Housatonic Pub- 
lic Service Company will be an 
operating company serving 12 
Connecticut towns with electricity 
and/or gas, including 
Danbury, Derby, 


ad 


Ansonia, 
Shelton and 


Wallingford. The present stock- 
holders of the holding company 
will receive one new share of $15 


par for each no par share pres- 
ently owned. 


Bridgeport Hydraulic Company 
has received permission from the 
Public Utilities Commission to is- 
sue $1,500,000 of first mortgage 
bonds, series N, due Oct. 1, 1983. 
The bonds, which will be pri- 
vately placed, will be used to de- 
fray expenses of the company’s 
normal expansion program. Prop- 
erty additions in 1952 amounted 
to about $1,500,000 and are esti- 
mated at around $1,400,000 this 
year. 


r bad ” 


Stanley Works has received a 
certificate of necessity from the 
office of Defense Mobilization 
which will permit it to amortize 
for Federal income tax purposes, 
over a five-year period, 50% of 
$1,861,613 which is to be spent by 
the company on new steel finish- 
ing facilities. 


Capt. Rundlett With 
Nathan G. Fay & Go. 


PORTLAND, Maine — Captain 
Ellsworth T. Rundlett is associated 
with Nathan C. Fay & Co., 208 
Middle Street, in the sales depart- 
ment. 

Since discharge from the United 
States Army Coast Artillery in 
which he served from Sept. 1940 
to Jan. 1946, Captain Rundlett 
has been engaged as an independ- 
ent contractor. Prior to the war 
Captain Rundlett was in the se- 
curities business with H. M. Pay- 
son & Co. from 1934 to 1938, and 
Bowers & Company from 1938 to 
1940 when he entered the military 
service. 


Earle C. May Mer. for 
Walston in Portland 


PORTLAND, Ore.—Earle C. May 
has been appointed manager for 
Walston & Co., American Bank 
Building. Prior to joining Walston 
& Co., Mr. May was with Foster 
& Marshall. 


Forms Parker Secs. Co. 


DENTON, Tex. — James A. 
Parker is engaging in a securities 
business from offices at 2101 
Northwood Terrace under the 


name of Parker Securities Co. 


With E. F. Hutton 


(Special to Tae Financia CHRontcie) 

LOS ANGELES, Calif.—Charles 
Barrington, Jr. has rejoined with 
E. F. Hutton & Company, 623 
South Spring Street. He was for- 
merly with J. R. Williston, Bruce 
& Co. 


Joins Paine, Webber 


(Special to Tre FInanciat CHronicie) 

LOS ANGELES, Calif. — Leslie 
K. Sands is now with Paine, Web- 
ber, Jackson & Curtis, 626 South 
Spring Street. He was previously 
with Dean Witter & Co. 


Joins J. W. Malmberg 


(Special to Tse Financiat CHronicre 

SAN DIEGO, Calif. — Edward 
Van Dusen is with J. W. Malm- 
berg & Co., 625 Broadway. 
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LETTER TO THE EDITOR: 


Takes Issue With Treasury 
Officials on Gold Price 


Harold E. Barton, of San Jose, Calif., attacks arguments of 
Treasury Secretary Humphrey and Deputy Secretary Burgess, 
that raising the official price of gold would be inflationary. 


Editor, Commercial and Financial 
Chronicle: 


In a recent issue of the “Chron- 
icle,” you published the speeches 
of the Secretary of the U. S. 
Treasury, Mr. Humphrey, and Mr. 
Burgess, Deputy to the Secretary. 
before the annual meeting of the 
World Bank and _ International 
Monetary Fund in Washington, 
D. C. I wish to take issue with 
the reasons given by the said 
gentlemen as to why they oppose 
any raise in the price of gold at 
this time. In opposition to those 
who favor such action, Mr. Bur- 
gess said in part: “a change... 
in the official dollar price we pay 
for gold would be, in my judg- 
ment, inflationary.” Is this a 
sound objection in the light of the 
facts? No! Why? Because of what 
a realistic raise in the price of 
gold would do in keeping our 
stalling economy going. 

First, it would open up the 
many mines now closed down be- 
cause of the great disparity be- 
tween the income from the sale of 
their product and the cost of pro- 
duction. Many people would thus 
find gainful employment § and 
would produce new wealth from 
“old mother earth,” taking noth- 
ing from anybody in the process, 
that could be considered oppres- 
sive or harmful. Thus through 
new earnings and new gold, a 
great buying power would be 
created with which to attack our 
great surpluses. 

Therefore, instead of being in- 
flationary, a higher gold price 
would have a stabilizing effect 
upon our economy. If there were 
a shortage of goods, we would 
agree that it would be inflation- 
ary, because when there is more 
money to spend than goods to buy, 
we have noted a tendency to bid 
prices up: but when there is 
plenty of goods to go around 
many times over, as of now, the 
effect would be to raise the 
standard of living for many an 
average family, and at the same 
time help solve the problem of 
surpluses. This we hold to be self 
evident and unassailable. 

Further, if we would give as 
many dollars in trade for an 
ounce of gold as other export 
countries do, we would open the 
doors of trade and thus dispose 
of more and more of our sur- 
pluses. Huge surpluses are today 
the basic cause of our immediate 
national distress, especially true 
in regard to agriculture. It is also 
self evident, that unless we do get 
rid of our huge surpluses by sell- 
ing to those who need, we shall be 
under the necessity of imposing 
more and more restrictive regula- 


tions in regard to most of the 
main lines of our national pro- 
duction. That spells increasirg 


distress, and if prolonged, a major 
depression is a sad reality once 
more. Again, we conclude that to 
raise the price of gold would not 
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be destructive or inflationary BUT 
salutary. 


Mr. Henry Ford II said recently 
that “a rich expanding foreign 
trade is important to all parts of 
the American economy — to in- 
dustry, labor and agriculture.” He 
said further, “If we want an ex- 
panding economy, if we want high 
levels of production and employ- 
ment, if we want an ever increas- 
ing standard of living — and it is 
my impression that we do — then 
the growth of our foreign trade is 
a matter of real practical interest 
to all of us. Most of the world is 
hungering for American products 
which it cannot buy because it 
doesn’t earn enough dollars to pay 
the bill. . . . We cannot hope to 
unify the free world militarily 
and politically if at the same time 
we divide it economically. ... We 
can no longer afford to play pen- 
ny-ante poker with destiny. We 
can no longer be content to just 
muddle through.” 


These are the convictions of 
many of us. We believe that to 
lower the tariff walls without 
raising the price of gold would 
be self-destructive to our whole 
economy, and is plainly untenable 
in the premises. 


The second reason given by Mr. 
Burgess was “That a change in the 
price of gold would disrupt the 
efforts being made in other coun- 
tries to restore stable currencies.” 
We hold this to be no valid 
reason, because an adequate raise 
in the price of gold, in terms of 
trade dollars, would increase the 
buying power and liquidity of all 
countries with whom we would 
like to trade. It would permit of 
freer trade and hence of a larger 
volume, which we understand to 
be a principal remedy for their 
economic ills. Certainly it is more 
practical to give those distressed 
nations a better chance to recover 
through a uniform price for gold, 
than to force them to continue to 
accept our generosity, which we 
can ill afford to give any longer. 


Let us face a few pertinent 
questions: 


(1) In refusing to approve a 
raise in the price of gold, are not 
our Government officials asking 
for an international price cutting 
war, in which we Americans are 
defeated before we get started, 
because of our much higher labor 
costs? Also consider that when 
they get our gold, which we must 
send them for all imports in ex- 
cess of exports, they can double 
their money by selling the gold 
over there (like the gold smug- 
glers did recently) and thus make 
money on the overall transaction. 
even though they have undersold 
our growers ard manufacturers. 
Thus our trade balance would be- 
come more and more adverse. 


(2) Have not some foreign na- 
tions already started such a cam- 
paign, in order to bvild up their 
gold reserves? Have they not de- 
clared this to be their direct ob- 
ject in so doing, and thus get 
ready for the time when we shall 
be compelled, by the sheer force 
of circumstances, to raise the 
price of gold in order to meet 
world competition? 

(3) Do we not have a nine bil- 
lion adverse trade balance, which, 
if called across the water, would 
leave only about 13 billions left 
of the 26 billions in gold we had 
just a short time ago? Is it not a 
fact that our present policy is let- 
ting our gold supply slip steadily 
away from our’ shores, in order 
to build up the gold reserves of 
other nations to the impoverisn- 





ment of our own? When this has 
been accomplished, what then? 
WHO HAS BEEN ROBBED? 


Mr. Burgess said further “The 
path ahead is not easy, but it is 
clearly marked.” That being true, 
would it not be wise to settle the 
fears of many of us, by revealing 
the land marks and answering 
these vital, down to earth ques- 
tions? We do not think that “gen- 
eralities” or “watchful waiting” 
will get by much longer. The farm 
and ranch situation is acute. Most 
farmers must use all of their acre- 
age in order to break even on ex- 
penses and yet to do so, produce 
more than can be sold in the 
home market. So what? 

The farmer must come to see 
that his prosperity is bound up in 
that of the miner, and when he 
does he will rise up and demand 
a square deal for the much abused 
miner. He will find that a realis- 
tic price for gold and the free 
flow of it in trade channels will 
make for the prosperity of both. 
When the farmer and miner are 
busy and prosperous, all the rest 
of our economy will be also. His- 
tory is bound to repeat itself, and 
the law of supply and demand 
will have its inexorable way in 
spite of “Fair Deals’ — New 
Deals” and “Screw Deals.” May 
our Government not ignore the 
basic facts of national continuity 
until there is no remedy, is our 
hope and fervent plea. 

HAROLD E. BARTON, 
663 South 9th Street, 
San Jose. California 


Nov. 3, 1953. 


Murray Frumin With 
Moreland & Co. 


DETROIT, Mich.—Murray Fru- 
min is now associated with More- 
land & Co., Penobscot Building, 
members of the Detroit and Mid- 
west Stock Exchanges. 


Formerly with the Investment 
Department of Paine, Webber, 
Jackson & Curtis, Mr. Frumin 
comes to Moreland & Co. with a 
knowledge of corporate and mu- 
nicipal bonds, insurance and bank 
stocks added to his background 
of general market securities and 
mutual funds. 

He plans to emphasize the use 
of these media in setting up and 
inaugurating financial programs 
for his clients. 


Bruns, Nordeman to 
Admit Four Partners 


Bruns, Nordeman & Co., 60 
Beaver Street, New York City, 
members of the New York Stock 
Exchange on Nov. 27 will admit 
Ray S. Radow, Harold S. Coleman, 
James V. Matts and Joseph S. 
Porr to partnership in the firm. 


With Morgan & Co. 


(Special to Tur Financrit Cseontcre) 


LOS ANGELES, Calif.—Victor 
G. Paradise has become connected 
with Morgan & Co., 634 South 
Spring Street, members of the Los 
Angeles Stock Exchange. He was 
previously with William R. Staats 
& Co. 


Joins Shearson, Hammill 
(Special to Tue Frvanctat CHronreie) 
LOS ANGELES, Calif.—yY. Clif- 

ford Tanaka has become con- 
nected with Shearson, Hammill & 
Co., 520 South Grand Avenue. He 
was formerly with Walston, Hoff- 
man & Goodwin. 


R. H. Moulton Adds 


(Special to Tur Financtsat Corontcie) 
LOS ANGELES, Calif.—Char- 
lotte G. Bermel has been added 
to the staff of R. H. Moulton & 
Company, 510 South Spring Street. 


Julius Brickman 


Julius Brickman, partner in 


Brickman, Landsberg & Co., New 
York City, passed away Nov. 5. 
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“Let’s Not Import Depression’’ 


By CALVIN A. 


CAMPBELL* 


Vice-President and General Counsel, The Dow Chemical Co. 


Pleading for a policy of tariff correction rather than a general 
tariff reduction, executive of prominent U. S. chemical concern 
points out, since nation has never operated under a free trade 
system, no one really knows what would happen if such a 


policy were adopted. Contends 
fictional, and decries a plan of 


figures of export surpluses are 
gradual tariff reduction. Con- 


cludes, it is questionable whether reduction or elimination of 
U. S. import duties would significantly benefit friendly nations 
or further our international objectives. Upholds reciprocal 
trade agreements, but scores “favored nation’s” clause in them. 


It is my hope in this talk to 
raise a few questions pertinent to 
this great controversy that must 
somehow be resolved before many 
months have 
passed ... to 
refute, if I 
can, some of 
the arguments 
for free trade 
. to point 
out some of 
the dangers of 
rash action 


... and per- 
haps to offer 
a suggestion 





or two which, 
in my Opinion, 
would = serve 
to further this 
nation’s basic 
objectives. In the first place, let 
me say that I see this question as 
no matter of black or white—no 
question of a choice between ex- 
tremes. Rather, it seems to me, 
we are faced with determining 
the shade of gray which is going 
to be most beneficial to this and 
other nations of the free worid in 
both the immediate and long-term 
views. 

The most ardent of free traders 
will admit the likelihood of cer- 
tain hazards, in moving to free 
trade. And I doubt if there is 
a protectionist so hide-bound as 
to declare that our present pat- 
tern of import duties, and the 
methods of their collection, are 
without flaw. 

I am sure you will agree with 
me that we have a few cases of 
import duties which are ridic- 
ulously high, or which hamper 
the importation of materials for 
which we are actually dependent 
upon foreign sources of supply, 
and also that certain of our pro- 
©eedures could well stand im- 
provement. I believe you will 
‘agree with me also that in some 
instances our duties are already 
dangerously low and could well 
stand revision upwards. I shall 
mot bother to recite specific cases. 

But our friends, the free traders 
—and I use that term in all sin- 
cerity, for it is one of the mar- 
velous values of Americanism that 
we can have honest differences of 
opinion and still basically remain 
friends — our friends, the free 
traders, for the most part offer 
us not a policy of tariff correction, 
but of tariff reduction, with an 
extreme—free trade, elimination 
eof all tariffs—as an ultimate goal. 

I do not for a moment doubt the 
sincerity of the advocates of a 
free trade. In fact, I think we can 
start out on a common meeting 
ground. Certainly, no one can 
question the desirability, if not the 
downright necessity, of following 
international policies that will 
enhance the domestic economies 
of free nations and at the same 
time strengthen their ability to 
resist Communist aggression. 


Certainly also, no one can doubt 
the pivotal position of the United 
States. Whether we prefer it so 
or not, we are the mainstay of the 
free world, and the health of other 
nations is in a large measure de- 
pendent upon the health of our 
own economy. If we fall, to whom 
can they turn? 

For this reason, as well as for 


*An address by Mr. Campbell before 
the American Tariff ue, Inc. New 
York City, October 21, 1953. 


Calvin A. Campbell 








reasons of natural human self-in- 
terest, we can all agree that our 
policies must be such as to 
strengthen, rather than weaken, 
our Own economy. 

Up to this point, and laying 
aside any questions of personal 
prejudice or self interest, surely 
both free trader and protectionist 


|» can be in accord. These are hon- 


orable motives and, in the light 
of current world history, motives 
which may well be essential to 
survival. 


— 


Free Trade Would Be an 
Innovation 


But from this point on we find 
ourselves following divergent 
paths. The plain fact is that, since 
this nation has never operated 
under a system of free trade— 
no one really knows what would 
happen, either to us or to other 
nations, if the United States were 
to adopt a policy of free trade. 

So, in general, the question re- 
solves itself to hypotheses, opin- 
ions, and assumptions. The advo- 
cate of free trade says, for exam- 
ple, “The American worker’s 
standard of living will be in- 
creased if he can buy a cheaper 
Swiss watch and a cheaper Eng- 
lish suit.” To which the protec- 
tionist counters: “True, IF that 
American worker can at the same 
time hang onto his present job 
and his present income.” 

Unfortunately, we cannot re- 
duce such complex human and 
economic factors to laboratory ex- 
perimentation. We cannot even 
subject it to pilot plant limita- 
tions. We are frustrated by our 
inability to employ scientific de- 
sign in economic and political 
policies. 

The long range free trade idea 
is a most entrancing thing. It has 
intrigued experienced economists 
and high school debaters for years. 
And in one light, at least, it seems 
a very American thing. 


It says, in effect, let each pro- 
duce that in which he is the most 
efficient either by virtue of ma- 
terial advantages or skills. It is 
a concept of specialization which 
we in America have perfected al- 
most to an art. Our great indus- 
trial progress, and the standard of 
living which resulted, have been 
based upon this principle. And 
we have bolstered it by throwing 
down trade barriers between the 
states and legislating to prevent 
monopolies. 


So the advocate of this hypo- 
thesis has a fine American tradi- 
tion as an ally. And he can point 
to our own thriving economy and 
say, “Behold what freedom from 
trade restrictions has done for the 
48 states.” 


I refuse to admit, however, that 
sauce for the goose is automati- 
cally appropriate for leg of lamb. 
In the case of the 48 states all 
business has, in general, operated 
under the same laws. It has en- 
joyed the same rights and privi- 
leges and been subject to the same 
responsibilities. It has utilized a 
common currency and drawn its 
labor from a people having equal 
rights and privileges, relatively 
uniform levels of education and 
well being, and complete free- 
dom of movement from state to 
state. 


Most important of all, perhaps, 
the several states, and the indus- 


tries within them, have for nearly 
a hundred years been free from 
the fear of internal war. No state 
has had to concern itself with self 
sufficiency as a military defense 
against its neighbor. 

Now when we go beyond our 
borders, and particularly when we 
go across the oceans, we find no 
such uniformity. We find, instead, 
a perplexing variety of laws, of 
customs, of national policies. We 
find no uniformity of currency be- 
tween nations. We find instead 
currencies that are unstable, that 
are forever changing their relative 
values, and that are frequently 
subject to arbitrary manipulation. 

We find vastly different social 
customs and levels of well being. 
We find people with real wages 
so low they would be fabulously 
happy with what in this country is 
regarded as a sub-standard wage. 


And we find vastly different 
business customs, with deeply 
rooted class distinctions that stifle 
economic freedom in the sense we 
know it. We mind cartel market- 
ing and other monopolistic prac- 
tices not outlawed, but accepted, 
frequently encouraged by national 
policy and sometimes even en- 
tered into by government itself. 


We find all manner of deter- 
rents to a free flow of trade be- 
tween nations — not only tariffs 
but quotas, embargoes, export or 
import subsidies, government 
trading, manipulation of exchange 
rates, extreme nationalism 
and on and on. 


Finally—and this, I think, is the 
most crucial point of all—we find 
no freedom from the fear of war 
and no assurance that such fears 
are unfounded. We find instead a 
long history of national prejudices, 
a long history of large and small 
wars and an almost constant re- 
shuffling of allied groups. 


The Motive of Self Sufficiency 


We have learned to our sorrow 
that our ally of today may be our 
enemy tomorrow .. . and, pos- 
sibly, our friend again the day 
after. We have had war either 
staring us in the face or enmesh- 
ing us for the better part of two 
decades, and we look out today, 


sad and disillusioned, upon a 
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Sept. 12, 1953, issue of the London 


world that for all our efforts at “Economist.” I should like to read 


cooperation seems ever to be 
growing more _ explosive. 
reading of our daily newspaper 
has become less a pleasurable re- 
laxation than a chore which we 
approach each morn and evening, 
with curiosity, to be sure, but 
also with apprehension. 


Under such sorry conditions of 
civilization each nation plows with 
rifle in hand and forever must be 
looking over its shoulder for a 
possible enemy. It must gear its 
economy to the greatest possible 
degree of self sufficiency and 
military potential. 

Certainly, under such condi- 
tions, the United States, of all 
nations, can least afford to adopt 
policies which will tend to weak- 
en her military potential or make 
her more dependent upon foreign 
sources for essential and strategic 
materials, manufacturing facilities 
or know-how. 


So I submit that these many in- 
ternational variables, and the 
powder-keg state of world affairs, 
combine to render impotent the 
best intentions of the free traders. 
The beautiful theory that would 
assign to each the task in which 
he is most proficient is dashed 
down by the cold, hard facts of 
life as we today find them. 


I do not mean to be a war- 
monger or an alarmist. I simply 


_ Say that we can ill afford to har- 


bor glorious illusions. The time 
is not ripe for applying Amer- 
ica’s internal trade customs On a 
global basis. 


The Fictional Export Surplus 


So, turning from the idealistic 
to the more immediate and prac- 
tical, let us examine a_ second 
hypotheses of the advocates of 
free trade—or perhaps it is a com- 
bination of hypotheses. At any 
rate, I am thinking of the “dollar 
gap” idea ... and of the fine 
sounding slogan, “Trade, Not Aid.” 


A little scrutiny of existing 
trade balances indicates that the 
dollar gap is more figment than 
fact. I have here —quite acci- 
dentally, of course— a copy of the 


for you one paragraph from this 


The publication, beginning on page 700. 


“Since the beginning of the 
year, the excess of American 
commercial exports over im- 
ports has all but disappeared, 
although exports as a whole 
seem likely to reach a new peak 
in 1953. As the chart shows, 
when military aid shipments 
are excluded, the merchandise 
accounts of the United States 
are virtually in balance. For 
the half year, with exports at 
$6.1 billion and imports at $5.6 
billion, the export excess was a 
mere $500 million, compared 
with over $1.8 billion in the 
first six months of 1952. In- 
deed, on the ground that a cer- 
tain amount of economic aid is 
included in the commercial ex- 
ports, some experts believe that 
there was a slight import sur- 
plus. In any event, it seems 
certain that the merchandise 
trade of the United States will 
_be closer to a balance this year 
than it has been since the nine- 
teen-thirties.” 


Now I do not want to be ac- 
cused of quoting out of context, 
so I do not mean to imply that 
the London “Economist” has come 
out in favor of high tariffs for the 
United States. But at least this is 
an admission, from across the wa- 
ter, that the dollar gap is either 
largely or totally non-existent. It 
is a recognition of an important 
fact of life. 

The October, 1953, Bank letter 
of the Guaranty Trust Co. of New 
York has this to say: “During the 
15 months ended June 30, 1953, 
exports from the United States, 
exclusive of military aid, are 
running close to imports, and the 
small export surplus is much more 
than offset by the excess of ‘in- 
visible’ imports.” 

Admittedly, the advocate of free 
trade will tell me that strictly 
commercial exports do not tell the 
whole story and that when ex- 


ports under various aid programs 
Continued on page 26 
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Population Trends and 
Economic Development 


By SAMUEL W. ANDERSON* 
Asst. Secretary of Commerce for International Affairs 


After explaining meaning of economic development in relation 
to population, Secretary Anderson divides population pools into 
three classes, viz: (1) old primarily agrarian countries; (2) 
settled countries typical of Western Europe, which have low 
birth and death rates; and (3) countries moving from first 
category to the second, which now comprise world’s “explosive 
areas.” Lists factors which influence economic development in 
transition nations as exemplified by the Far East, and notes 
substantial fall in their death rates. Stresses need of capital in 
economic progress, and favors its local accumulation rather 
than its importation. Concludes population “leveling off” can 
come only with substantial rise in per capita real income. 


I have chosen for my subject a 
matter which seems to me to have 
been given insufficient attention 
in our consideration of the whole 
field of eco- 
nomic devel- 
opment; that 
is to say, the 
effect on eco- 
nomic devel- 
opment of the 
wide forces at 
work in the 
world today 
on the popu- 
lation of our 
planet. 

Let us first 
spend a few 
moments ex- 
amining what 
we mean by 
economic development. Is it 
not fair to say that the modern 
meaning of this term so widely 
used today is the proeess of ex- 
panding the availability of the 
necessary things of lifé for con- 
sumption by the widest possible 
segment of the population? To at- 
tain this increase in the availabil- 
ity of food, clothing, shelter, 
means of transportation and the 
like, we must also produce more 
raw materials and capital goods, 
for these are essential to a contin- 
uation of the process of expansion 
of production of items for con- 
sumption. We must also increase 
the availability of the services 
upon which we increasingly de- 
pend, such as for communications, 
as well as facilities for wider ed- 
ucation and a greater dissemina- 
tion of the cultural and religious 
values of life. It is a complex 
market basket, but I think it has 
built into it the notion that as 
the generations succeed each 
other, the individual himself 
should be able to look forward on 
a per capita basis to a fuller and 
fuller market basket. As the econ- 
omists would say, this is the 
concept of the increasing standard 
of living per capita. 

Those last two words are of 
enormous importance, for they set 
up a mathematical relationship. 
The available supplies of goods 
and services, increasing as they 
may be, must continually be di- 
vided by the number of people 
which must share in them, also in- 
creasing as they are. If the stand- 
ard of living per capita is to grow, 
the divisor must grow less rapidly 
than the numerator. Our increase 
in available goods and services 
must be at a faster rate than the 
people who must partake of them. 
This is all rather elementary and 
you have heard it stated many 
times. The very statement of the 
case, however, generates wide- 
spread differences of opinion as 
to the forces at work in the rate 
of increase of both goods and 
people. I propose briefly to analyze 
some of these views today, partic- 
ularly with reference to the con- 


ditions so prevalent in the Far 
East. 





Samuel W. Anderson 





_ "A paper by Secretary Anderson de- 
livered before the 1953 Far East Con- 
ference of the Far East-America Council, 


New York City, 


Pools of World Population 


Generally speaking, the pools of 
world population are divided into 
three somewhat distinct classes. 
There are in the world today: 
First, the old primarily agrarian 
countries, little industrialized, but 
supporting at a distressingly low 
subsistence level very large pop- 
ulations exhibiting the age-old 
pattern of very high death rates 
and correspondingly high birth 
rates. The average level of living 
in these areas is, of course, very 
low because the divisor of the 
equation is very large. 

Second, there are those coun- 
tries which have gone far in the 
direction of a new pattern of 
population stabilization, with low 
death rates, a greatly increased 
span of life, and low birth rate. 
This pattern is typical of the 
Western European countries and 
North America. Industrialization 
is usually far ‘advanced, although 
the agricultural production of 
many of these countries is still 
substantial. In many of these 
countries both the birth and death 
rates have steadily declined for 
many years, albeit with a signifi- 
cant lag in the decline of the birth 
rate. 


Finally, there are those coun- 
tries which are in the position of 
transition from the first category 
to the second. Some of these coun- 
tries are already heavily popu- 
lated. Other nations have the good 
fortune of possessing still large 
unpopulated areas of potential 
produtcion, such as Brazil, Aus- 
tralia, and parts of Africa. In 
general, we see in this category 
fairly rapidly falling death rates, 
but birth rates with a marked 
tendency to remain high and to 
decline, if at all, rather slowly. 


Most of the countries of the 
Far East, with the notable excep- 
tion of Japan, fall into either the 
first or the third of these cate- 
gories. These are the explosive 
areas from a demographic point 
of view, for their populations are 
frequently increasing at two or 
three times the rate for the world 
as a whole. 


Advance of the Transition Areas 


In studying economic develop- 
ment in such countries, one is 
confronted with a number of basic 
realities which necessarily heavily 
influence the planning for such 
development. The more important 
of these are: 


(1) Very low over-all level of 
living, high rate of consumption in 
relation to earnings, and, in con- 
sequence, very low capital gen- 
eration because of lack of savings. 


(2) A great lack of modern agri- 
cultural and industrial production 
techniques as known in the West- 
ern world, except in the newer in- 
dustrial sectors of the economy. 


(3) Relatively poor and expen- 
sive transportation facilities so 
necessary for the internal move- 
ment of goods in large volume. 


(4) Non-existence or complete 
inadequacy of anything approach- 
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ing modern sanitary conditions or 
healthy environment. 

Certainly, one of the most uni- 
versal reactions of the Western 
mind to the social and economic 
conditions in the countries with 
which we are now dealing, is an 
intense and entirely creditable de- 
sire to improve the physical lot of 
the masses of people living on a 


low level of nutrition and with 
inadequate treatment for their 
many ills. Agency after agency 


and foundation after foundation 
have come to grips with this prob- 
lem in wide areas of the Far East, 
as elsewhere in the world. You 
know better than I the history of 
these efforts for the improvement 
of public health in the Far East. 
But of recent years, something 
new has been added. We have dis- 
covered new and miraculous drugs 
and chemicals, the application of 
which on a wide scale at com- 
paratively minor cost has a spec- 
tacular effect upon the health of 
the population. Let me give you a 
few startling examples. 


In only one year, Ceylon’s death 
rate fell from 20.3 per thousand 
in 1946 to 14.3 in 1947 as a result 
of an anti-malarial campaign 
based mainly on residual spraying 
with DDT at a cost of 15c per 
capita. The birth rate remained 
high, at about 40. As a result, 
Ceylon’s annual rate of growth 
increased about 50% (from 14.5 
per thousand to 25.1). 


In 1950, the population of Cey- 
lon was about 7.6 million: a den- 
sity of over 300 persons per square 
mile, and only half an arable acre 
per person. Even now Ceylon im- 
ports food, and her problems will 
increase because at the current 
rate of growth her population will 
double in only 25 years. 

In the largest single public 
health program in the world, the 
U. S. Technical Cooperation Ad- 
ministration sprayed some 1,200 
tons of DDT in 9,000 Iranian vil- 
lages to kill malarial mosquitos. 
As a result, according to Dr. 
Palmquist, the incidence of ma- 
laria was reduced at once from 
about 90% of the population to 
19%. Picture for yourself the de- 
cline in the death rates in those 
9,000 villages and the resulting 
increase in their populations 
which lies ahead. 

Before World War I what was 
then British India and the Indian 
States was a typical example of 
the first category. According to 
Kingsley Davis, in his monumen- 
tal work on the population of 
India and Pakistan, the average 
annual death rate in the decade of 
1911 to 1921, was 48.6 per thou- 
sand, the highest on record, large- 
ly due to the severe epidemics of 
1918. The death rate started a de- 
cline after 1920, which brought it 
to about 35 per thousand in the 
30s, where it remained, with vari- 
ations, until the end of the second 
World War. There is some evi- 
dence that there have been ap- 
preciable declines in some areas 
in recent years. In the meantime, 
birth rates remained relatively 
unchanging at a plateau of around 
43 in the two decades from 1920 
to 1940. There is some suggestion 
that there may have been slight 
declines in recent years but, if so, 
they are far less than the decline 
in the death rates. 


India’s Ponulation Increase 


India’s 1.2% annual rate of pop- 
ulation growth at present is not 
nearly as high as in many other 
lands. But the very massiveness of 
her population of about 360 mil- 
lion, the divisor in our equation, 
poses a great problem in economic 
development. At present rates, 
about 50-55 million additional 
consumers, a population consider- 
ably greater than Great Britain, 
must be cared for each decade. 

If, as a result of improved pub- 
lic health measures, coupled with 
an increased level of consumption 
contemplated by the 5-year plan, 
India’s death rate drops substan- 
tially in the future, the population 








increase would, of course, be cor- 
respondingly enlarged in the ab- 
sence of a severe decline in the 
birth rate. 


To illustrate the problem, let us 
look at India’s food grain prob- 
lem. Twenty years ago, the per 
capita consumption was 370 
pounds. By 1950-51, this had de- 
clined to 315 pounds. To hold it 
at that level for the estimated 
population of 378 million in 1956, 
an additional 7.2 million tons of 
grain must be available. To make 
a start back in the battle for an 
improved diet, more millions of 
tons must be provided. Bear in 
mind that the present caloric in- 
take of India is about 1,660 daily 
compared to 3,150 in the United 
States. In the words of the Na- 
tional Planning Commission: 


“The food problem has existed 
for about two decades. The sepa- 
ration of Burma reduced internal 
supplies of food grains by 1.3 mil- 
lion tons, the Partition in 1947 by 
a further .77 million tons. The 
lesson of the Bengal famine and, 
even more, of recent events, is 
that India’s food problem is not 
a temporary disequilibrium be- 
tween supply and demand; it is a 
manifestation of the continually 
growing pressure of population 
on food supply. It has, therefore, 
to be resolved, not through short- 
term expedients, but through 
careful and sustained application 
of relatively long-term measures. 


“The shortage of food and raw 
materials is at present the weakest 
point in the country’s economy. 
Measures to increase agricultural 
production have, therefore, been 
assigned the central place in the 
Five-Year Plan. As each year 
passes, the growth of population 
makes more difficult the task of 
producing enough to meet the 
country’s needs.” 


So far, using India as an illus- 
tration, I have sought to show that 
the Bete Noire of economic de- 
velopment is the growth in num- 
bers—a tide against which all ef- 
forts for economic development 
must swim. Success for the eco- 
nomic development swimmer will 
depend on the strength of the tide 
against which he must swim; the 
strength of the swimmer—that is, 
are his muscles strong enough and 
his reserve resources able to sus- 
tain his efforts; and finally, how 
long will his swim have to last— 
when will the tide slacken or 
cease? 


Again, let us take India as an 
example. We can say that compar- 
atively the Indian tide is not great 
at present—compared, let us say, 
to Mexico’s 3% per year increase. 


What of her power to stem the 
tide? To stay even, she must add, 
in the field of food, 700,000 tons 
of grain each year. The Planning 
Commission has established goals 
calling for increases in the five 
years ending 1955-1956 of 8.9 mil- 
lion tons of food grains, 19.7 mil- 
lion acres of irrigated land, 1.2 
million KW of installed generat- 
ing capacity, and so forth, over a 
wide range of items. 


The Plan is an operating real- 
ity calling for capital expendi- 
tures over the five years of about 
4.3 billion dollars, of which 1.2 
billion has already been raised 
and spent by India. This figure in- 
cludes about $400 million obtained 
from loans from the International 
Bank, and grants and technical 
assistance from the United Na- 
tions, the Colombo Plan and from 
the United States. 


Perhaps the most significant 
point, however, is the fact that 
India’s total tax collections are 
only 7% of national income, as 
against figures several times that 
amount in many other countries. 
What is even more significant is 
the fact that capital generation in 
India today is only 5% of gross 
national product, as compared, for 
example, to 16% in Japan. The 
Plan contemplates that capital 
formation will rise gradually to 
7% in 1956 and to 20% in 1968. 


Per capita income of $57 is pro=- 
jected to double by 1974. 


Departing from this approach, 
it is worth noting that yields per 
acre in India are about 4 of those 
in the United States and man- 
power per acre is roughly eight 
times that in the United States. 

Does this mean that the swim- 
mer’s resources will let him not 
only stem the tide but make prog- 
ress against it? The Planning 
Commission says “yes” for the 
first five years, if it can find an 
estimated $700 million still not in 
sight. Whether this will be true 
of the second and third five year 
plans is difficult to judge. 


The “Compound Interest” 
Curve of Population 


The cornucopia school of 
thought for which Dr. Jose De 
Castro speaks generally takes the 
position that the potential in- 
crease in the production of the 
land and its raw resources into 
food and necessary goods and 
services is fully equal to the de- 
mands of the compound interest 
curve of population growth. Those 
of us who are skeptical of this 
line of reasoning feel an awesome 
respect for the compound inter- 
est curve and we also try to do 
some simple calculating as to the 
capital needs. Bear in mind, 
please, that at the present average 
rate of increase per year of 1%, 
the world’s population will double 
in 70 years. If this situation had 
existed heretofore, the present 
world’s population of 2.4 billion 
would have been generated had 
Adam and Eve lived at the time 
of Julius Caesar. 

In the United States at today’s 
prices, I estimate that it takes 
about $4,000 to $5,000 of capital 
investment of all sorts to produce 
at our standard of living the nee- 
essary goods and services for one 
new person as a consumer. In the 
first category of countries with 
their excessive population, the 
figure would be much less because 
of present primitive methods and 
low consumptive levels. 

Suppose we were to say that to 
stay even in his struggle, our 
swimmer must have a continuous 
supply of capital energy of about 
$300 for each new consumer, OF 
about 1/15 of the United States 
figure. There is some support for 
this figure in a recent study of 
Pakistan. Then, in the case of 
India with her present annual 
population increase of almost 5,- 
000,000, new capital of the magni- 
tude of $1.5 billion would have 
to be generated each year, to stay 
even. The Planning Commission 
estimates that the 1950 capital 
generation in India, excluding 
outside assistance, was about 5% 
of national income, or approxi- 
mately $900 million. If this is cor- 
rect, it would appear that the cap- 
ital resources available to our 
swimmer to hold his own with the 
present strength of the tide, may 
be even less than his needs unless, 
as the Planning Commission sug- 
gests, a very considerable part of 
the projected increase in national 
income is saved in the form of 
new capital. Bear in mind too that 
as success attends a country’s 
efforts in industrializing and im- 
proving efficiency of agricultural 
production, the capital investment 
per capita tends to rise quite 
steeply. As standards of living 
rise above subsistence levels, con- 
sumption demands require larger 
relative capital investment. That 
is to say, the modest $300 figure 
might grow rapidly. 


The Need of Capital for 
Increasing Populations 


Since capital, as I have at- 
tempted to show, is one of the 
most essential elements, if not the 
very keystone of economic devel- 
opment, its generation, its use and 
its transfer has come in for an 
immense amount of discussion as 
part of the whole drive for devel- 
opment. There is a good deal of 
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confusion about this matter. As 
we survey the world we often 
find, for example, a great deal of 
confusion in the distinction be- 
tween capital and credit. We must 
always keep in mind that true 
capital is only born out of the 
foregoing of consumption of con- 
sumer goods and services so that 
a large share of production may 
be applied to the expansion of 
productive capacity. In many 
parts of the world where the urge 
for development and industriali- 
zation is particularly strong and 
where the monetary systems are 
mot very well organized or man- 
aged, governments and peoples 
have yielded to the temptation to 
use credit made available by un- 
sound fiscal and monetary poli- 
cies as a substitute for capital. 
This has invariably resulted in an 
inflationary spiral, the outstand- 
ing effect of which is an involun- 
tary form of taxation falling most 
heavily upon the masses. Such 
conditions are the fertile seed 
beds for authoritarian regimes in 
which the power of the govern- 
ment is constantly extended 
through a series of chain reaction 
controls. This leads so often to de- 
teriorating living conditions 
which invites the desperate rem- 
edy of communism. 


Another phase of this compli- 
cated matter is that there exist 
wide-spread misconceptions with 
respect to the importation of for- 
eign capital for the purposes of 
supporting economic development 
as distinguished from the internal 
generation of true capital by the 
savings of the people. Here again 
the problem depends upon a basic 
understanding of the functions of 
capital and of the monetary sys- 
tem. Imported foreign capital can 
take various forms. It can take 
the form of importation of capital 
goods for installation of facilities 
designed to raise the level of pro- 
duction. In many of these in- 
stances, the resulting increased 
production will relieve the host 
country of the necessity of spend- 
ing foreign exchange for neces- 
sary imports or, alternatively, will 
create a greater production of 
goods for export to earn foreign 
exchange. In these cases, certain- 
ly, the use of foreign capital is 
mot inflationary and fulfills a 
constructive role. Such importa- 
tion of capital can be legitimately 
in the form of long-term loans 
from such institutions as the In- 
ternational Bank and Export-Im- 
port Bank. If the investment cli- 
mate is attractive such imports of 
capital may be excellently suited 
for the private capital market 
attracted by the normal incentives 
of the free enterprise system. We, 
in the government, hope that this 
latter flow of capital will increase 
and that the governments of capi- 
tal deficient countries of the 
world will see to it that fair and 
fealistic rules are established to 
attract this type of sophisticated 
capital usually accompanied as it 
dis by skilled know-how. 

Where foreign capital is im- 
ported for conversion into local 
currency destined to be spent on 
labor and local materials for proj- 
ects or services such as roads or 
other worthwhile projects, there 
may be a tendency to initiate an 
inflationary trend although this 
is not always the case. To the ex- 
tent, for example, that such en- 
larged expenditures in local cur- 
rency generate an increasing de- 
mand for imported consumers’ 
goods, the importation of such 
Capital in the form of foreign ex- 
change sometimes has an anti-in- 
flationary effect. 

In any case, where a capital- 
deficient country striving for de- 
velopment utilizes foreign capital 
in the form of loans or in the form 
of private investment, such capital 
imports have an inevitable im- 
pact on the future demands for 
foreign exchange to render proper 
@ervice on the loans or on the 


@quity investments. These forces 
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must be calculated with care if 
the international credit standing 
of the country is not to be serious- 
ly impaired, an event which will 
have the effect of slowing down 
or stopping the inflow of both 
loan and equity capital. Thus, it 
is fair to say that the capacity of 
those countries, only recently em- 
barked on programs of economic 
developmient, to borrow or to at- 
tract fereign public or private 
capital is clearly limited by a 
ceiling which I suspect is far be- 
low the general needs of the na- 
tion for capital in the abstract. 
The inescapable conclusion from 
this is one of two alternatives— 
either the great demand for capi- 
tal must be largely supplied by 
the savings of the people of the 
country itself, or foreign capital 
must be supplied on a grant-in- 
aid basis impcsing no future 
claims for repayment of principal 
or interest. 


It would be unrealistic to expect 
that grants-in-aid from the capi- 
tal-exporting countries, such as 
the United States,can long con- 
tinue or can be expected, in any 
case, to be of significant volume. 
We are all aware that neither the 
giver nor the receiver is genuinely 
happy with’ grants-in-aid. We 
must also bluntly face the fact 
that capital is inadequate every- 
where. The differences between 
countries in this respect are only 
relative. The interest rate set in 
the market place is perhaps the 
only proof needed of this state- 
ment. 


Thus, we are inevitably thrown 
back, it seems to me, on the pos- 
sibilities for capital generation in 
the economic developing coun- 
tries. You may question my esti- 
mates of the amounts of capital 
needed in the process of economic 
development, but I think no one 
can doubt that the capital re- 
quirements are large. Granting 
this, it seems inevitable that these 
pools of capital must, somehow, 
mostly be generated locally. Ex- 
perience with countries in transi- 
tion suggests that difficult choices 
will have to be made and that 
considerable restraint and auster- 
ity will be necessary by virtue of 
the limitations on the ability to 
generate the necessary capital. 
Thus, reasonably careful selection 
of projects must be undertaken. 
and some measure of direction 
will be necessary. Indeed, I can- 
not see how that unpopular word 
“planning” can be completely 
avoided. I, for one, hope that the 
plans can be drawn with wisdom 
and that they will exert a mini- 
mum restraint on the operation 
of a free enterprise system. 


This analysis of the problem 
also suggests that one of the most 
constructive forms of activity 
which might be sponsored far more 
energetically by developing coun- 
tries is a speeded up effort to 
introduce into their economies 
some of the modern schemes for 
encouraging and mobilizing local 
capital generation. I am referring 
to modern-type savings banks, life 
insurance companies, government 
savings bond schemes and the 
creation of an open capital mar- 
ket. In this connection the United 
Nations Economic Commission for 
Asia and the Far East has been 
doing much useful work. To 
create such agencies and institu- 
tions is not an easy task. They 
must, of course, stand on a base 
of non-inflationary finance, but 
when they are so anchored they 
may prove to be crucial elements 
of development. In my judgment, 
they are far more important than 
is generally realized. Some rather 


spectacular examples of recent 
successes in this direction are 
visible around the world. In 


Brazil today a genuine and very 
useful investment banking busi- 
ness is rapidly developing, utiliz- 
ing fully the know-how of the 
great capital nations. For the first 
time in its history, El Salvador 





marketed a $12!% million local 
bond issue to the public with the 
assistance of only one trained in- 
vestment banker. There is much 
room for progress and improve- 
ment in the methods and manage- 
ment of such institutions as social 
security funds, housing coopera- 
tives, savings banks and insurance 
companies. 


What of Future Population 
Growth? 


Finally let us look at the 
strength of the tide again and 
examine the possiblity that it may 
abate. As I pointed out previously, 
the present 1.2% annual popula- 
tion increase in India is not large 
in itself. Those among you who 
have studied demography may 
quite properly say to me: Yes, we 
recognize that a compound inter- 
est curve is very hard to keep up 
with, but experience shows that 
population curves finally turn 
out to be “S” curves in which 
the rate of increase gradually 
tapers off, because after the pe- 
riod of steep rise caused by de- 
clines in the death rate, the birth 
rate also declines to a point more 
nearly in balance with the rate of 
death. Experience in general 
would support you. Fertility does 
tend to decline with a rising 
standard of living and greater 
unbanization and industrialization. 
But, and this is important, so far 
as we can tell now, the leveling 
off process is not likely to happen 
or at any rate will occur only 
very slowly unless there is, during 
the period, a signficant rise in the 
average real income per capita. 

The big question is: Where in 
the “S” curve is any country at 
any particular time? India is 
barely beginning the transition 
which Western countries have ex- 
perienced in the past century. If 
that pattern is to be repeated, a 


period of very rapid growth is 


in prospect. During the century of 
transition between 1850 and 1950, 
the population of the United 
States tripled. In Asia, even where 
the initial population is already 
quite dense, the same pattern 
seems to prevail. Since 1853, when 
Commodore Perry’s visit initiated 
a revolution in Japan, the popula- 
tion has also multiplied by about 
three. Japan is now approaching 
the level-off point, but is still at 
least a generation in the future 
and population seems destined to 
increase many more millions be- 
fore that point is reached. 

I think all of you in this audi- 


ence realize that most if not all J 
in the Far 


of the governments 
Eastern countries are becoming 
increasingly aware of the impact 
of potential population increases 
upon their plans for economic de- 
velopment. This is emphatically 
the case in India and indeed in 
Japan. In India particularly, the 
government is moving vigorously 
forward in promoting research 
and programs of action designed 
to provide increasingly effective 
answers to the possible run-away 
increase in its population, incident 
to the carrying out of plans of 
the National Planning Commis- 
sion. 

In closing these observations, I 
would like to make one appeal. 
We are all interested in economic 
development because it leads to 
improved living standards for our 
peoples. We are embarked on a 
wide horizon on programs and 
efforts toward this goal. But let 


us have the courage to face up 
to some of the deeper conse- 
quences of these plans and pro- 
grams. oe | Le 


With F I F Management 
(Special to THe Financia CHKONICLE) 
SIDNEY, Neb.—Walter S. Cork 
is now affiliated with F I F Man- 
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NASD District 13 
Elects Officers 


At an election just held in Dis- 
trict No. 13 of the National Asso- 
ciation of Securities Dealers, Inc., 
H. Warren Wilson, Union Securi- 





Oliver J. Troster 


H. Warren Wilson 


ties Corp., New York City, and 
Oliver J. Troster, Troster, Singer 
& Co., New York City, were 
elected as members of the Board 
of Governors of the Association 
from District No. 13 to replace, 
Carl Stolle, G. A. Saxton & Co., 
Inc., and Paul Devlin, Blyth & 
Co., Inc., whose terms of office 
will expire on Jan. 15, 1954. 


At the same time, Ernest W. 
Borkland, Jr., Tucker, Anthony & 
Co., New York City; Allen J. Nix, 
Riter & Co., New York City; Rob- 
ert C. Johnson, Kidder, Peabody 
& Co., New York City, and Philip 
H. Gerner. George D. B. Bonbright 
& Co., Rochester, N. Y., were 
elected to serve on the District 
No. 13 Committee, replacing, 
Charles M. Kearns, Kearns & Wil- 
liams: Joseph S. Nye, Cosgrove, 
Miller & Whitehead; Walter W. 
Wilson, Morgan Stanley & Co., 
and Nathan Oppenheimer, Jr., 
Vietor, Common, Dann & Co. 
whose terms of office will expire 
on Jan. 15, 1954. 























Stock Exchange. 


New York 


Toronto, Ontario 


Please send me a copy of the 
prospectus rclating to 500,000 
Common Shares of Kenwell 
Oils & Mines Limited. 


John R. Boland & Co. Inc. 


(No Personal Liability) 


Par Value $1.00 (Can.) per share 


CAPITALIZATION: There is outstanding 2,000,006 Common Shares. 


Frame, McFadyen & Co. 


ee eee eee eee eee eee eee eee eee 


This is not an offer to sell these securities. They are subject to the registration and prospectus requirements 
of the Federal Securities Act. Information about the issuer, the securities and the circumstances of 
the offering is contained in the Prospectus which must be given to the buyer and may be obtained 
from such of the several Underwriters as are registered dealers in securities in this State. 


500,000 Common Shares 
KENWELL OILS & MINES LIMITED 


BUSINESS: Kenwell Oils & Mines Limited (No Personal Liability) is a Canadian corporation 
engaged in the exploration, acquisition and devclopment of oil and natural gas lands and the 
production and sale of crude petroleum and natural gas therefrom, both in Canada and in the 
United States, and proposes to use the proceeds for the further development of these activities. 


LISTING: The Common Shares are listed for trading on the American Stock Exchange and Toronto 


PRICE: The price of the Common Shares will be based upon the daily prevailing market price on 
the Amerigan Stock Exchange. 


Copies of the Prospectus may be obtained from 


Republic Investment Company, Inc. 


Chicago 


Pau! C. Kimball & Co. 


Chicago 


Barham & Company 
1904 Sansom $t., Phile., Pa. - Coral Gables, Florida 
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The Postwar Prosperity— 
How Much Longer? 


By ALBERT G. HART* 
Economics Department, Columbia University 


In discussing the business outlook, Dr. Hart lists the range of 
possibilities for the next few months, and states that by mid- 
1954 the rate of operations could ease off considerably if new 
commitments slowed down and order books grew thin. Reviews 
“policy errors” that led to depression of the ’30s, and holds, 
through a “built-in-flexibility,” we have since developed means 
of curbing downswings so that no return of severe depression 
is likely. Concludes there is a basis for confidence in future 
economic stability, since future recessions can be held within 
narrow limits. 


The United States has been en- 
joying a postwar prosperity that 
has now continued eight years. 
Our only noticeable business set- 
back, in 1949, 
was both brief 
and shallow. 
Most of the 
time, unem- 
ployment has 
been below 
the lower 
limit of the 
range Our Op- 
timistic post- 
war planners 
of 1944 and 
1945 forecast 
would repre- 
sent normal 
labor turnover 
in full pros- 
perity. Both in intensity and in 
length, this postwar prosperity 
jas outrun our previous record 
prosperity—that of 1923-1929. 


Wow we are asking ourselves— 
ean this last much longer, and if 
sot, what then”? 


Prof. A. G. Hart 


*An address by Professor Hart at the 
Pall Meeting of the Academy of Political 
Science, New York City, Nov. 5, 1953. 


The Outlook 

Our reasons for concern, of 
course, go deeper than a mere 
counting of years elapsed between 
the major depressions in the busi- 
ness annals. We all know that our 
postwar prosperity has been a pe- 
riod of catching up on needs of 
long standing. During the war, 
we had to cut back building, auto- 
mobile production, and so forth. 
During the great depression which 
lasted throughout the 1930's, we 
had also built but little. Thus we 
came out of the war with a stock 
of houses, factories, machinery, 
automobiles and appliances that 
was far short of what our ex- 
panded population needed for a 
prosperity level of production and 
consumption. 


Since 1946. we have come a long 
way. We have built enough houses 
to provide roofs for the families 
that were “doubled up” during 
the war, to house all the new 


families set up as we caught up 
on arrears of marriages, and by 
now to provide a little margin of 
vacant housing so that people who 
get transferred to another city can 
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quickly tind shelter. While many 
companies still have uncompleted 
expansion programs, many have a 
reasonable margin of plant, and 
we have provided a reserve of 
defense plant which may also take 
care of many civilian expansion 
needs. Our stock of automobiles 
seems fairly adequate in size (at 
least pending more road construc- 
tion and a cure for parking strin- 
gencies), and most of the prewar 
cars have been retired, so that a 
period of low replacement needs 
is looming up. Where in 1949 
there were still so many unful- 
filled needs that building and 
durable-goods production barely 
showed the recession, it is quite 
likely that a recession now would 
involve sharp cutbacks in these 
lines. 


Range of Possibilities 

The range of possibilities for 
the next few months may be 
bounded roughly as follows: 

(1) At the upper end of the 
range, we may get continued full- 
volume activity. But inflation is 
probably off the map of reason- 
able probabilities unless there is 
a big jump in defense programs. 
Either new troop movements or a 
big program of continental air de- 
fense might quite possibly take 
shape, so this “unless” is no mere 
empty surmise. 

(2) The average level of activ- 
ity for awhile ahead—say through 
the first half of 1954—is pretty 
well guaranteed by the sheer mo- 
mentum of business and by such 
commitments as government or- 
ders, private construction con- 
tracts, and unfinished expansion 
programs that cannot be broken 
off at once. This average level is 
not at all apt to fall short of 1953 
by as much as 5%. 

(3) But even by mid-1954, the 
rate of operations could be off 
considerably if new commitments 
slowed down and _  order-books 
grew thin. 

I do not apologize for this ad- 
mission that I do not know what 
will happen, within wide limits. 
This uncertainty reflects the fact 
that many crucial decisions bear- 
ing on activity beyond the middle 
of 1954 have not yet been taken 
—or are wide open for revision. 
If certain key people and firms 
take decisions that point to con- 
traction, this pattern of decision 
is apt to prove contagious. Many 
of the factors that will shape these 
decisions are over in the uncer- 
tain realm of international poli- 
tics. It is not the forecaster who 
admits uncertainty, but the fore- 
caster who claims to see the future 
clearly, who owes his audience a 
special explanation under this 
year’s conditions. 


How Bad Could a Depression Get? 


Could a depression under pres- 
ent conditions get as bad as that 
of the 1930's? Despite all uncer- 
tainties, I can say with confidence 
that a trough as deep as that of 
1932-1933, or a dragging depres- 
sion at levels as low as ruled all 
the way from 1931 through 1939, 
is out of the question. This is a 
commentary on economic policy. 


Policy Errors of the 1930's 

The trough of the great depres- 
sion could never have reached the 
levels of 1932-1933 without an 
astounding series of policy errors 
—errors which today’s Congress, 
Administration and monetary au- 
thorities are proof against. Here 
is a list: 

(1) The Federal Reserve con- 
tinued a tight money policy for 
months after the downturn in the 
spring of 1929. In so far as this 
was an error, of course, it may be 
charged chiefly to the stock mar- 
ket, which continued its boom well 
into the recession. In our times, 
with a saner stock market, the 
Federal Reserve is apt to give us 
easy money in any situation that 


looks as if it might be a downturn, 
as it has done in 1953. 

(2) In 1929-1931 there was a 
conspiracy of self-deception among 
government and business leaders, 
who refused to admit they were in 
trouble. In our day of monthly 
unemployment estimates and anx- 
ious self-consciousness, this will 
scarcely recur. 

(3) An epidemic of bank fail- 
ures ran for two years (through 
1930 and 1931) before serious 
counter-measures were tried, and 
was not stopped until the spring 
of 1933. Federal Deposit Insurance 
probably will prevent any recur- 
rence; if not, it provides a channel 
for counter-measures. 


(4) Despite much talk of public 
works by economists and the Sec- 
retary of Commerce during the 
1920’s, public works were not ef- 
fectively used to combat the de- 
pression. A slight rise of Federal 
works was outweighed by a fall of 
State and local projects; and in 
mid-depression when Federal sup- 
port of State and local projects 
was launched, it was found that 
many State and local engineering 
staffs had been disbanded in the 
name of economy. While few 
economists are satisfied with our 
present public-works machinery. 
there seems to be little danger of 
such a complete fiasco in any 
future depression. 


(5) Our sharp tariff increase of 
1930 helped accentuate the depres- 
sion abroad. While we cut our 
imports of goods, our barriers did 
not shut out the financial panic of 
1931, which was at least in part a 
reimport of the strain we trans- 
ferred abroad in 1930. Although 
we may not be too wise to cripple 
our trading partners in future, we 
are scarcely likely to panic at the 
results to the extent we did in 
1931, when— 


(6) the Federal Reserve reim- 
posed a strong tight-money policy 
when the economy was acutely 
depressed and getting worse. 

(7) At about the same time, the 
Treasury called for a big tax in- 
crease, and Congress voted heavy 
taxes on commodities. The fact 
that people have troubles enough 
in a depression without heavier 
taxes would not be overlooked by 
a present-day Treasury or Con- 
gress. 

Admitting that each generation 
finds new mistakes to make, this 
list of errors in 1929-1932 is so 
broad that we can be confident it 
will never be matched in future 
recessions. It would not be hard. 
either, to compile an imposing list 
of errors of omission and commis- 
sion in the recovery policies of 
1932-1933, and to argue that even 
if one group of politicians man- 
aged to devise policies that could 
reproduce 1932, their successors 
(of whichever party) could pull 
us out reasonably fast to a situa- 
tion at least as good as 1939. In 
all this, I do not assume that poli- 
ticians have been indoctrinated by 
the “new economics’’—but merely 
that they are no longer prisoners 
of doctrines that call (notably) for 
tax increases when tax reductions 
would do more good. 


Built-in Flexibility 

Partly by design but more 
largely by accident, we have de- 
veloped a number of arrangements 
that have what economists call 
“built-in flexibility” — arrange- 
ments such that merely carrying 
out the routine of an established 
policy means taking action to op- 
pose a recession. At the same 
time, we have weakened the tend- 
ency of credit and banking to ac- 
centuate business upswings and 
downswings. 

On the credit and banking side, 
there are, of course, still some 
dangers. Installment credit con- 
tracts pledge a good deal of future 
income to pay for past purchases. 
If incomes fall, this means a more- 
than-proportionate fall of curren! 
purchases. But this danger existed 
on almost as large a relative scale 


in 1929 as well; and besides, the 
security loans of 1929 committed 
many people to putting a good 
slice of income in 1930 and 1931 
into “paying for a dead horse.” On 
the whole, personal short-term 
debts are less likely to squeeze 
current spending power on a re- 
cession than in the 1930’s. The 
same kind of finding holds for 
business loans at banks, mort- 
gages, and corporate bonded debt 
Weak spots exist. But they are not 
so serious as the corresponding 
weak spots in the financial struc- 
ture of 1929; and above all, they 
are in no danger of compounding 
themselves through bank failures. 


On the side of built-in flexi- 
bility, the prize exhibits are un- 
employment compensation and the 
taxes on corporate and personal 
income. In case of a_ recession, 
there is an automatic tendency for 
people to draw more unemploy- 
ment pay, and for the tax liabili- 
ties of individuals and corpora- 
tions to shrink. Together with 
other tax and expenditure pro- 
grams with a less degree of built- 
in flexibility, these arrangements 
stand to offset about a third of 
any shrinkage in gross national 
product. 


Stabilization and the Deficit 


An unpleasant way to para- 
phrase what I have just said is to 
say that a 10% recession of gross 
national product (toward $40 bil- 
lion in annual rate) would push 
the government toward deficit by 
some $12 to $15 billion. By the 
use of scare words, this can be 
made to sound terrifying. But 
looked at calmly, it is a common- 
sense arrangement. 


Think of the position of any 
business firm in recession. Sales 
are falling; perhaps unsold goods 
are piling up. To go on producing 
much more than can be sold risks 
bankruptcy. The only safe policy 
for the firm is to cut back output 
(or purchases, for a merchant) in 
line with sales—or further, so as 
to work off inventories. 

It is largely this perfectly inno- 
cent and healthy response of op- 
erations to sales at individual 
firms that gives a business down- 
swing its momentum. Each firm 
that cuts purchases cuts the sales 
of its suppliers. Each firm that 
cuts payrolls cuts the sales of the 
retailers who sell to wage-earners. 
When everybody tries to cut pro- 
duction down to match sales, the 
level of sales is undermined. 


Built-in flexibility makes this 
process taper off instead of snow- 
balling. When there is built-in 
flexibility of a third in the tax- 
and-expenditures system of gov- 
ernment, a drop in output cuts the 
spending power distributed by 
only two-thirds of the fall in the 
value of output. As output falls, 
therefore, sales drop by less than 
output. A moderate reduction of 
output can bring things to a level 
where output has fallen below 
sales, and the downswing is no 
longer self-reinforcing. 

This is no-place to wrangle over 
the technicalities of built-in flexi- 
bility, or the related problem of 
the effects of recession on saving 
and on investment opportunity. 
But I can report a moderately op- 
timistic general consensus of the 
economists working on these ques- 
tions. Even if we took no active 
steps to oppose a recession, we 
would not oblige the Marxist fore- 
casters of doom by generating a 
depression that could drive work- 
ers and farmers to despair. On 
the most pessimistic assumptions 
the worst year of a depression in 
the near future could scarcely 
show output as low as 80% of po- 
tential (that is, as badly depressed 
as in 1931). After the momentum 
of inventory reduction was ab- 
sorbed, furthermore, a mere half 
of the present level of construc- 
tion and equipment installations 
could apparently support a level 


Continued on page 23 
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“Humphrey's Honest Dollar’’— 
A Reprieve From Evils of Cheap Money 


By ROLAND A. ERICKSON* 
President, Guaranty Bank & Trust Company, Worcester, Mass. 


Asserting “Humphrey’s Honest Dollar” might be restated as 
attempt to provide robust, good health in the economy, New 
England banker reviews cheap money policies of the New and 
Fair Deal Administrations, and concludes a mistake was made 
by not permitting money and credit to be decontrolled in 1946 
along wiih the rest of the economy. Lays tight money market 
of last Spring to “well” of loanable funds “running dry,” and 
lauds Humphrey policy of not resorting to artificial means of 
increasing supply, and thus avoiding a new inflationary cycle. 


The responsibility of credit 
men for maintaining the economic 
soundness of industry is akin in 
many respects to the obligations 
of the Secre- 
tary of the 
Treasury of 
the United 
States and the 


Federal Re- 
serve System. 
They are 


charged with 
maintaining 
the economic 
health of this 
country. Their 
policies influ- 
ence both di- 
rectly and in- 


directly the 
physical con- Roland A. Erickson 
dition of their 
patient. The title, “Humphrey’s 


Honest Dollar,” might be restated 
as Humphrey’s attempt to provide 
robust, good health in the econ- 
omy. 

The year 1953 to date has been 
a boom year with all-time high 
activity. In some circles it is little 
realized just how active business 
has been. In 1948, prosperity was 
considered to have reached the 
ultimate. The country was enjoy- 
ing capacity operations in all 
fields, trying to satisfy the appe- 
tites of starved Americans for 
cars, houses, home furnshings, va- 
cations, and luxuries of all types. 
A five year all-out world war had 
left a “consumer demand vacu- 
um” that all firms were rushing 
to fill. It was in every sense of 
the word a seller’s market with 
goods being absorbed as quickly 
as they were available. Under 
those conditions, overall output 
averaged 192 on the Federal Re- 
serve Board Index and a high 
month of October of 195. 


From there on you know the 
story. A normal business adjust- 
ment in 1949, followed by Korea 
in 50, and the acceptance by the 
United States that we had to be- 
come a military state with a per- 
manent munitions industry 
whether we liked it or not. Com- 
pared to the peak levels of °48, 
however, the first six months of 
1953 averaged 240 or 48 points 
above the 1948 experience. It was 
in this atmosphere of all-time 
high boom activity that America 
woke up to face a tight money 
market. It seemed to surprise and 
shock many people. If it had hap- 
pened in England, France, Hol- 
land, or Belgium, it would not 
have stirred up the debate which 
followed or the accusatiors and 
false explanations of why it 
oceurred. Only in the United 
States, where for 20 years cheap 
money and continued inflation 
had been a professed policy, could 
a return to normal central bank 
policy be so misunderstood. 

In some respects, people had 
assumed that money would always 
be available, with no concern be- 
ing given to who would save this 
money and have it available if it 
was being sold at a price that dd 
not reflect a natural market price 
In a nut shell, the tight money 
market developed because indus- 
try, political states and munici- 

*An address by Mr. Erickson at the 
New England Conference on Credit and 


Financial Management, Worcester, Mass., 
November 4, 1953. 





palities were demanding such 
huge quantities of funds that 
there actually developed more de- 
mand for the savings of people 
than existed. It also occurred at a 
time when financial authorities 
both in the Federal Reserve Sys- 
tem and the United States Treas- 
ury believed that a continued 
pursuit of inflationary monetary 
policy or artificially making more 
money available would inevitably 
lead to disaster. It should be made 
very clear, however, that this 
condition developed from neces- 
sity and not alone from theoret- 
ical considerations. I think in the 
next several minutes, it will be- 
come clear that the “well” was 
running dry as a result of the 
cheap money policies that had 
been in existence for 20 years, 
and that to have artificially filled 
up that “well” would have called 
for a monetary debasement that 
would have led to an inflation of 
the most disastrous type. Let us 
go back a bit now and place the 
spotlight on a few historical 
bench marks. 


Depression Cheap Money Policy 


Early in the year 1933, there 
was a historic meeting in Wash- 
ington between the then President 
Franklin D. Roosevelt and Sir 
Maynard Keynes, an eminent 
British economist. Mr. Keynes, a 
brilliant economic theorist with 
the ability to apply those prin- 
ciples to everyday life, expounded 
a doctrine of cheap money as the 
best means of combating the 
world wide depression that was 
engulfing everyone at that time. 
In other words, if people or busi- 
ness could borrow money cheaply. 
they might be tempted to use that 
money to buy goods or services 
and thereby help sustain business. 
It was a good doctrine, soundly 
conceived for a depression atmos- 
phere, but having limitations. 

It is obvious that to make pos- 
sible cheap money in a depres- 
sion, there must be so called ex- 
pensive money in a boom. Expen- 
sive money in a boom not only 
tends to assure the availability of 
savings to be loaned out in a de- 
pression, but also presents the rel- 
ative change in the purchase price 
that might be an incentive to a 
borrower. To state it simply, mon- 
ey is a medium of exchange, but 
in addition, it is a commodity 
subject to market forces much 
the same as for any commodity or 
service. If you want to increase 
the supply of some commodity, 
what do you do? You boost the 
price, which gives an incentive to 
people to produce more of that 
commodity. If you want more 
people to use the commodity, you 
reduce the price. The same applies 
to money. If you want more mon- 
ey available, you must encourage 
people to save it because that’s 
the only sound way to create it. 
It should be created in a boom 
so it will be available in a de- 
pression. In addition, its creation 
in the boom helps to reduce spec- 


ulative excesses. A little higher 
price in the boom will help to 
create it and a little lower price 
in a depression may encourage 


the use of it. 


World War Uf Financial Policies 
World War II was the first time 
history 


in American that we 


adopted the principle of complete 
regimentation on the economic 
front as well as the military. This 
meant wage controls, price con- 
trols, production and raw mater- 
ial controls, and controls on the 
price of money. The national ad- 
ministration at that time was 
very interested in borrowing their 
money as cheaply as_ possible. 
Emphasis was placed on the cost 
of the debt rather than on the 
total of the debt. They forced a 
cheap money policy on the regi- 
mented: economy that was not 
only low in rate but was artificial 
in the slope of the curve of that 
rate. For example, water freezes 
at’ 32 degrees of temperature 
under given atmospheric pressure. 
The price of money too has a cer- 
tain relationship whether it is 
money to be used for one week or 
for 15 years. That is known as the 
rate curve. Under natural money 
market conditions the rate curve 
for 90 day paper to 15 year bonds 
does not vary very much. The 
government insisted on a low rate, 
but they did one thing more. They 
insisted that the shape of the 
curve must also change to a 
sharply accelerating one. To con- 
tinue my simile, water no longer 
was to freeze at 32 degree tem- 
perature under a given atmos- 
pheric condition, but by man- 
made decree, it must now freeze 
under the same atmospheric con- 
ditions at a 40 degree tempera- 
ture. During war time, a govern- 
ment that has the confidence of 
its people can do anything, and 
it did. The rate curve was a 
sharply accelerating one and 
water was made to freeze under 
unnatural conditions. 


However, since this rate curve 
was completely artificial and 
wrong in theory, just like the 
proverbial horse that is led to 
water but can’t be forced to drink, 
it was not possible to force the 
acceptance of it in its entirety. 
Near the end of the war, there 
were many weeks when the only 
buyer of Treasury Bills was the 
Federal Reserve System acting 
under instructions of the Treasury 


Department. In other words, some 
water was refusing to freeze at 
40 degrees. To take it off the 


market, it was being purchased 
by a supposedly independent 
financial policy institution that 
was following the dictates of the 
government. And again, it should 
be stated that in war time, such 
decisions are matters of judgment 
and I certainly make no criticism 
of it. 


Immediate Postwar Policy 


And then came the postwar with 
shortages of goods and a general 
scurry for everything available. 
There had been dammed up an in- 
satiable desire for goods during 
the war years which sought to ex- 
press itself when the flashboards 
of wage control, price control, pro- 
duction controls, were dropped. 
Strangely enough, about every 
control was discontinued in 1946 
except one, and that was the price 
of money. Even though the coun- 
try was going into a boom, it was 
insisted that money remain cheap. 
That policy contributed a great 
deal to the price inflation that oc- 
curred from 1946 to 1952. Had the 
price of money been decontrolled 
at the same time that other com- 
modities were freed, it would 
have exercised a salutary influ- 
ence throughout the economy and 
everyone would have been better 
off. 

Not only does the artificial con- 
trol of money affect general com- 
modity prices, but it shows up 
very markedly in the government 
bond market. The Federal Re- 
serve System, under instructions 
from the government, maintained 
bond prices at certain levels. If 
you will, the Federal Reserve was 
buying the government’s own se- 
curities in order to cover up the 
fact that it was an unhealthy price 
level. It had reached such an ob- 
vious state of unsoundness, that 
on Dec. 24, 1947, the Federal Re- 
serve decided to try in a minor 
degree to reduce its support of the 
government bond market. Over- 
night, government bond prices 
dropped drastically. Many of us 
had felt that this eventuality was 
inevitable, so it didn’t spoil our 


Christmas Eve. Just as many 
more, however, were caught com- 
pletely off guard and thought 
more about depressed bond values 
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than they did Santa Claus on 
Christmas 1947. The results of this 
attempt were so shocking to the 
Administration that it reissued or— 
ders to go back in and peg the 
market. 


United States Treasury and 
Federal Reserve Board 
Accord, March 1951 


By 1951, it was very obvious to 
everyone that unless America was 
going to wind up with a destruc- 
tive inflation similar to that which 
France has periodically expe-— 
rienced, something had to be done 
about the so-called cheap money 
policy. By the way, I always feel 
that when you buy something 
cheap, invariably it turns out to 
be very expensive. A cheap money 
policy is very expensive if it is 
maintained in good times as welk 
as bad. It is true that the interest 
cost of carrying our government 
debt to date has been low per dol- 
lar, but it would have been less 
expensive to have paid a little 
more interest and thereby in— 
curred a smaller debt. 

In the postwar period, munici-— 
palities and states had heavy pro- 
grams involving new schools, new 
roads, new utilities. Public utility 
firms such as power companies 
had to double and in some cases 
triple capacity because of the 
growth in population and expan-— 
sion of industry. Industry in turn 
was spending $20-$28 billion per 
year for new plant and equipment 
to help produce the goods that this 
nation of 150-160 million people 
had been denied from 1941 to 1945. 
Unlike the World War II expan- 
sion which had been financed out 
of earnings, depreciation and non- 
cash items, the postwar expansiorm 
had to rely more and more on 
borrowed money of one form or 
another. In a sound economy, the 
supply of money is not unlimited, 
and it just began to give out. It 
is rather interesting to note that 
with all the expansion in World 
War II, the net property account 
of all manufacturing cc~poration« 
increased only $1.5 billion. This 
reflects the overwhelming use of 


normal depreciation and acceler- 
ated write-offs. Since 1945, how- 
Continued on page 32 
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Yearend dividends provid- 
ed the stimulus for individual 
issues in the stock market this 
week and there was about as 
much disappointment around 
as there was elation. The mar- 
ket, consequently, was a high- 
ly mixed affair that put off 
until some later time the 
demonstration of its near- 
term intent. 

*% % % 

About the most determined 
group movement was weak- 
ness in the textile shares 
which were joined in the new 
lows lists by the carpet mak- 
ers. Beaunit Mills, despite a 
recent resumption of divi- 
dends for the first time in a 
couple of years, was a per- 
sistent item on the new low 
end of the list, apparently 
under pressure at least in part 
of tax-selling. 


te 


Technical Performance 
Ominous 

From a technical stand- 
point, the market’s course this 
week was ominous. The long- 
laggard rails were unable to 
show any convincing strength 
after faltering before the 
overhead resistance. Indus- 
trials consequently backed 
away from their own over- 
head supply area. On the op- 
timistic side, the fact that the 
rally from the September 
lows had been so sharp nat- 
urally called for at least a 


moderate selloff at about this 
point. The selloff so far can 


still be described as a modest 
one. 

Tobacco issues continued to 
show the new caution with 
which these stocks are being 
regarded, Liggett & Myers 
breaking through into new 
low territory. But there was 
hardly anything drastic about 
it. It is ironic the fears of de- 
clining sales are so potent at 
this time in view of the “de- 
pression-proof” label once 
pinned so securely on these 
issues, particularly since the 
steel shares, once considered 
the premier cyclical industry 
items, have been negotiating 
a rather unruffled path. And 
even the “war babies’’—the 
aircrafts—have been turning 
in a performance that shames 
many of the so-called defen- 
sive sections. 

% 3% * 

For a blue chip that stood 
out on weakness, Eastman 
Kodak is probably the week’s 
selection. The declaration by 
the company of a nickel more 
on the quarterly rate with no 
stock dividend such as was 
paid last year was greeted 
with a precipitate decline that 
ran past a couple of points, 
which is drastic treatment at 
the investment end of the list. 
How much of the selling was 
hastened by the general easi- 
ness prevailing in the synthet- 
ic fibre issues is a moot point. 


But the fact is that American 
Viscose and Celanese were 


_-anything but 


of 


towers 
strength. 
Motors Heavy 

Motors were far from op- 
timistic in their action, par- 
ticularly Chrysler which 
nudged to a new low for the 
year in a quiet way. The 
group hasn’t been prominent 
on the losing side but hasn’t 
fought the trend either. Reo 
Motors, helped by the divi- 
dend increase, was an excep- 
tion, at least momentarily. 
Thanks to this, and to the 
strength in the issue recently 
on merger rumors, it is one of 
the few in the group toying 
with its year’s high rather 
than with the opposite end of 
the spread. 

% % % 

Nickel Plate, with a modest 
turnabout to the side of 
strength after the payment 
rate was increased, focused 
even more attention on the 
rail section. If the good action 
is to be a forerunner of simi- 
lar good news from other 
roads, nearly all of which 
could afford the largesse, then 
(so the logic runs) the carriers 
conceivably could take a more 
prominent part in the market 
leadership and lift the list out 
of the doldrums. Nevertheless 
there were few willing to 
make any flat predictions and 
only the sheer optimists were 
starting to discuss the year- 
end rally this early in the 
game. 

% u* * 

Whatever implications are 
supposed to be inherent in 
volume changes, there were 
few in sight this week. The 
play in the low-priced stocks, 
and particularly in RKO 
Theatres, ran out in midweek 





New Issue 


Blyth & Co., Inc. 


Hemphill, Noyes & Co. 





Merrill Lynch, Pierce, Fenner & Beane 


Paine, Webber, Jackson & Curtis 


This announcement is nol an offer of securities for sale or a solicitation of an offer to buy securities. 


Columbus and Southern Ohio Electric Company 


200,000 Common Shares 


Par Value $5 per Share 





Price $26.25 per share 


Copies of the prospectus may be obtained from such of the understqned (who are among 
the underwriters named in the prospectus) as may legally offer 


/ 


these securities under applicable securities laws. 


Dillon, Read & Co. Inc. 


The First Boston Corporation 


Stone & Webster Securities Corporation 
Hornblower & Weeks 


Reynolds & Co. 
Shields & Company 


November 18, 1953 


The Ohio Company 
Lazard Freres & Co. 


W. E. Hutton & Co. 
L. F. Rothschild & Co. 











The Commercial and Financial Chronicle... Thursday, November 19, 1953 


and there was a rather drastic 
decline coincident with a day 
when the industrials lost the 
sizable amount of a couple 
points. It is true that the best 
volume days of the month so 
far were on days of strength 
but if it is heartening to any- 
one, they’re keeping very 
quiet about it. Similarly, the 
list tended to broaden out on 
plus days and contract on sick 
ones. The low point was 
reached on the mid-week de- 
cline. The sour note statisti- 
cally was that the daily total 
of new lows took over the 
leadership again after a cou- 
ple of weeks during which 
the highs exceeded the lows 
by some comfortable margins. 
%% * % 


Radio Corp. was something 
of a target on the selling side 
and there were some sizable 
liquidations in some of the 
secondary stocks without ex- 
cessive damage, which gave 
rise to the impression that 
some large, hence _institu- 
tional, tax selling was adding 
weight to the market. Cela- 
nese, from its market action 
could have been one of these. 

4 % * 
Dividends No Stimulus 


There were also plenty of 
cases where good dividend 
action only served as an ex- 
cuse for traders to “sell on the 
good news” which presum- 
ably indicates that a good 
segment of the traders prefer 
to be wary for a bit longer. 
DuPont wasn’t overly im- 
pressed with its higher pay- 
ments for 1953 than were 
made in the last two years. 
And the play in General Elec- 
tric was somewhat short-lived 
and the stock since has taken 
full opportunity to slide with 
the rest of the list. Good earn- 
ings have been even less ef- 
fectual as market props ex- 
cept for some cases where the 
surprise element was acute. 
Philco’s good showing of 88 
cents a share against 48 cents 
for the third quarter, amid all 
the disfavor for video shares, 
brought a modest cheer from 
the market at the same time 
that Admiral was posting a 


new low. 
oe %* oe 


Utilities Out in Front 


In their quiet way the utili- 
ties have been showing up all 
the other sections. Their 
string of plus weeks ran to 
eight while both the indus- 
trials and the rails ran out of 
steam earlier. Largely be- 
cause of a characteristic swing 
in Panhandle Eastern Pipe 
Line on the down side, the 
buoyancy is in jeopardy at the 
moment but that only dims 
slightly the way the conserv- 
ative end of the market has 
been ignoring the backing and 
filling elsewhere. Duquesne 
Light particularly has been 
immune to the occasional 
heaviness in the list and quick 
to inch ahead on moments of 
strength. Detroit Edison, Con- 





solidated Edison and Houston 
Light are among the members 
that are still resting at or only 
slightly below their highest 
prices of the year. And that 
can’t be said about too many 
of the best known names in 
the stock market. 


{The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 
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The Security 
I Like Best 


and for the year ended Dec. 31, 
1952 sales had reached $126,836,- 
000—growth under able manage- 
ment. Its products are Kleenex, 
Kotex, Delsey Tissue, and other 
absorbent products — products all 
nationally known, each a neces- 
sity, and low in price. 

Through a long-term contract 
with Kimberly-Clark Corp., the 
company is assured of an ample 
paper supply for the products sold 
in the United States. Kotex gauze 
is manufactured by Berkeley 
Mills, a subsidiary. Foreign sales 
are made through wholly-owned 
corporations in the various coun= 
tries of Europe and Australia. 

Steady growth over a long pe- 
riod of years can be shown by the 


consistent increase in income: 
Inc. Before Net After Earned 
Taxes Taxes Per Sh. 
#1953 _ $8,550,000 $3.518,600 $1.48 
1952 13,110,774 5,365,958 2.26 
1951 13,154,850 5.757.960 2.42 
1950 15,726,868 3.106,940 3.41 
1946 5,194,053 3,107,309 1.31 
1940 3,007,344 2,088,549 0.83 


*Six months to June 30 


For the first six months of 1953, 
sales are reported at $69,700,000, 
a new high. Net income also has 
shown the same steady increase: 
from a net, after taxes, of $2,088,- 
549 in 1940 to $5,366,958 in 1952. 

As might be expected, the fi- 
nancial condition of the company 
is particularly strong: 


Current assets ............... $28,314,608 
Current liabilities —--_- 5,964,080 
TES GOES. ccctcacadcclins 38,099,777 

Capitalization is simple: no 
bonds or preferred outstanding. 
Capital stock, 2,378,104 shares. 


The company had a small bank 
loan of $2,135,635, due $950,000 
annually to 1957. 

Dividends have been paid regu- 
larly since 1934. The present rate 
is $1.50 annually. At present mar- 
ket prices of about 30 the yield 
is approximately 5%. The stock is 
traded in the Over-the-Counter 
market. 

To me, it seems that here is a 
company which should not be 
seriously affected by any curtail- 
ment of consumer purchasing 
power: a company whose manage- 
ment has demonstrated versatility, 
and one which can be expected to 
continue the steady growth con- 
currently with industrial activity 
of the nation. 


Henry Blass Co. Formed 

Henry Blass is engaging in a 
securities business from offices at 
19 Rector Street, New York City 
under the firm name of Henry 
Blass Co. 


Forms Hedwall Associates 


Charles S. Hedwall, Jr. has 
formed Chas. Hedwall Jr. Asso- 
ciates with offices at 70 Wall 
Street, New York City, to engage 
in a securities business. 


Joins Livingston, Williams 
(Special to Tue Financia, CHRONICLE) 
CLEVELAND, Ohio—Lawrence 
A. Gaertner has become associated 
with Livingston, Williams & Co., 
Inc., Hanna Building. 
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Owl’s-Eye View of GM Proving Ground 


Night photo of cars, undergoing endurance test, gives glimpse of 
just one sector of our 2-1/3-square-mile Milford, Michigan Prov- 
ing Ground with its 25 miles of every imaginable kind of road surface. 





Tune in—General Motors TV College Football Game of the Week —Every Saturday 


Worlds toughest engineering tests 
tell us how good our cars are 


The gleaming streaks of light in this photograph are the head 
and tail lights of cars—Chevrolets, Pontiacs, Oldsmobiles, Buicks, 
Cadillacs and their leading competitors in each price class. 


They are being pushed round the clock in a 25,000-mile night- 
and-day endurance test, so that our General Motors engineers 
can see just how well other makes stack up with ours. 


For, in a competitive business like the motorcar industry, you 
have to know all the facts. 


And one of the best ways to find them is to give cars an 
intensified version of the wear and tear they’d get in normal 
usage—then dismantle them and subject each part to precise 


GenerRAL Motors 


f "Your Key to Greater Value—the Key to a General Motors Car” 
y 


laboratory analysis to see how well it has withstood the test. 


Of course, this competitive endurance run is only one of the 
many tests we are constantly running off on our huge Michigan 
Proving Ground. 


So—when our engineers say you get a lot for your money ina 
General Motors car—they’re talking road-proved facts. 


Yes—in the last quarter century these tests have added up to 
140,000,000 miles of experience, contributing to the techno- 
logical improvements in every Chevrolet, Pontiac, Oldsmobile, 
Buick and Cadillac. That’s why the key to a General Motors 
car is bound to be your key to greater value. 








CHEVROLET * PONTIAC * OLDSMOBILE * BUICK * CADILLAC * Al with Body by Fisher * GMC TRUCK & COACH 





(1945) 1 





18 (1946) 


Financing Denationalization 


By PAUL EINZIG 


Commenting on the spectacular success of the first large finan- 
cial transaction connected with denationalization of indusiries 
in Britain, namely, offering to the public of £14 million of 
United Steel shares, Dr. Einzig points out this is indicat on 
that money for invesiment in denationalized industrizs is avai!- 
able. Warns, however, recent experience in denationalization 
financing is not in itself conclusive, but holds there is no reason 
to anticipate immediate large scale denationalization in Britain. 


LONDON, Eng.—It has been one 
of the weightiest argumentsagainst 
denationalization of industries na- 
tionalized by the Socialist Gov- 
ernment be- 
tween 1945 
and 1951 that 
inexisting 
circumstances 
it would be 
difficult, if 
not impossi- 
ble, to provide 
the private 
capital needed 
for the re- 
purchase of 
these indus- 
tries from the 
government 
and for their 
financing 
once they are restored to private 
ownership. There can be no doubt 
that persistent high taxation has 
materially reduced the amount of 
capital available for investment. 
It has become a perennial com- 
plaint that the industries left in 
private ownership are gravely 
handicapped in their development 
schemes by the lack of private fi- 
nancial resources. 

Indeed, this argument is used 
by Socialists in support of their 
advocacy of further nationaliza- 
tions on the ground that owing 
to lack of private capital private- 
ly owned industries are likely to 
remain handicapped in the exe- 
cution of ambitious programs of 
expansion. 

In face of this 
spectacular success 
large financial transaction con- 
nection with denationalization 
came as a complete surprise. The 
£14 million United Steel share is- 
sue was covered by public sub- 
scriptions several times over. 
Even if we allow for a certain 
amount of speculative “stagging” 
operations, this result shows that 
there is, after all, a fair amount 
of money available for investment 
in denationalized industries. What 
is more, even though subscribers 
had to realize on some existing 
investments in order to raise the 
necessary funds, the sales of 
stocks and shares arising from this 
have barely affected the Stock 
Exchange. Indeed, the level of 
prices of government loans after 
a moderate temporary setback, 
has now risen to the highest point 
reached since the heavy decline 
caused by the increase of the 
bank rate from 2 to 24% in No- 
vember, 1951. 

Needless to say the lesson de- 
ducted from this experience is in 
itself not conclusive. The amount 
involved is relatively small com- 
pared with the total value of na- 
tionalized industries. Neverthe- 
less, the possibility of financing 
denationalization provided that 
it is proceeded with gradually has 
been satisfactorily proved. The 
fact that the present issue of £14 
million is expected to be followed 
by further issues has not deterred 
subscribers and has not depressed 
the Stock Exchange. Evidently, 
amounts of similar magnitude in 
addition to normal issue activities 
can easily be absorbed. 

Moreover, under the Iron and 
Steel Act of 1953 the net surplus 
secured by the Treasury through 
the sale of government invest- 
ments in iron and steel companies 
will be used for the redemption 
of corresponding amount of public 
debt. Although the iron and steel 
mationalization stock will remain 


Dr. Paul tinzig 


argument the 


of the first 


in circulation—except in so far as 
holders choose to exercise their 
option enabling them to surrender 
it in payment of “denationaliza- 
tions stock”—the total of the pub- 
lic debt will be reduced. This 
means that even if the whole of 
the iron and steel industry is re- 
sold to the public the amount of 
funds in private hands will be 
unaffected, except quite tempo- 
rarily between the issue of ce- 
nationalization stock and the use 
of the proceeds for debt redemp- 
tion. 

The position is somewhat dcif- 
ferent as far as transport dena- 
tionalization is concerned. The 
proceeds of the sale of road haul- 
age units will remain at the dis- 
posal of the Transport Commis- 
sion. This is because it needs the 
funds for its Own purposes so 
that in the absence of this partial 
denationalization it would have to 
increase its government-guaran- 
teed borrowing to a corresponding 
extent. If the principle applied 
in steel denationalization were to 
be applied to transport and to 
other nationalized industries, there 
would be no financial reason why 
all nationalizations should not be 
reversed. There would of course 
be other arguments, political and 
in some cases economic, against 
doing so. The financial argument 
that private capital is not avail- 
able for the repurchase of na- 
tionalized industries is, however, 
obviously untenable. 

The realization of this should 
go a long way towards mitigating 
the defeatist attitude that prevails 
to a large extent among Conserva- 
tives in regard to nationalization 
prospects. On the assumption that 
over-taxed private investors 
would never be able to provide 
the capital needed for denationali- 
zation on a really large scale, the 
conception has been widely if not 
universally adopted by both sup- 
porters and opponents of national- 
ization that the process could not 
possibly be reversed. 

Opponents of nationalization 
were inclined to become fatalistic 
about the doom of capitalism that 
they expected to come _ about 
gradually within the lifetime of 
one generation through a series of 
nationalizations by successive So- 
cialist governments, which ‘Con- 
servative governments would be 
incapable of reversing. The deci- 
sion of the Conservative govern- 
ment to confine denationalization 
to iron and steel industry and a 
small part of transport, was in- 
spired by this defeatism. 

Needless to say even though it 
has now become evident that the 
defeatism was unfounded on fi- 
nancial grounds, there is no rea- 
son to anticipate large-scale de- 
nationalizations. The denationali- 
zation of public services would en- 
counter the utmost political oppo- 
sition while the “unscrambling of 
the eggs” would be economically 
difficult in the case of the coal 
mining industry. Where the reali- 
zation of the financial possibility 
of denationalization is liable to 
help the opponents of nationaliza- 
tion, is in that it has materially 
strengthened their bargaining po- 
sition. Hitherto any offer of a 
compromise under which Con- 
servative governments would un- 
dertake to abstain from making 
use of their Parliamentary major- 
ities for further denationalizations 
in return for an undertaking by 
the Socialist Party to abstain from 
further nationalization when they 


The Commercial and Financial Chronicle ...Thursday, November 19, 1953 


regain office would have been re- 
jected by the Socialists on the 
ground that, in any case for fi- 
nancial reasons, Conservative gov- 
ernments are not in a position to 
denationalize on a large scale. 
Now that this fallacy has been 
debunked there may be room for 
some such bargain. 


NASD Receives Slate 
For 1954 Officers 


WASHINGTON, D. C.—Edward 
C. George, Chicago, Vice-Presi- 
dent and a Director of Harriman 
Ripley & Co., Inc., has been nomi- 


Edward C. George Murray Ward 


& 


..aroid C, Patterson 


wscurBe wescs 


Wastdte 484. FUstun 


nated Chairman of the Board of 
Governors of the National Associ- 
ation of Securities Dealers, Inc. 
His election will take place at a 
Governors meeting next January. 
He succeeds Carl Stolle, Presi- 
dent, G. A. Saxton & Co., Inc., 
New York. 

Other officers who will 
office in January follow: 

Murray Ward, President, Hill 
Richards & Co., Los Angeles, Vice- 
Chairman, to succeed John D. Mc- 
Cutcheon, St. Louis: George Geyer, 
Geyer & Co., New York, Vice- 
Chairman, to succeed H. P. 
Schlemmer, partner, Schwabacher 
& Co., San Francisco; Harold C 
Patterson, partner, Auchincloss, 
Parker & Redpath, Treasurer, to 
succeed John F. Bunn, Jr., part- 
ner, Bioren & Co., Philadelphia. 
Wallace H. Fulton, Washington, 
was nominated executive director. 


take 


Mr. George has been associated 
with Harriman Ripley since 1938. 
He started in the securities busi- 
ness in 1919 with Lee Higginson & 
Co. after serving in the Army in 
World War I as a Second Lieu- 
tenant in the Field Artillery. 


Morgan & Co. Formed 
In Montreal 


MONTREAL, Canada W. E 
Morgan, member of the Montreal 
and Canadian Stock Exchanges. 
has formed Morgan & Co. with 
offices at 507 Place d’Armes. in 
partnership with F. L. Browning 
Mr. Morgan was formerly a part- 
ner in Robertson & Morgan. 











Bank and Insurance Stocks 


By H. E. JOHNSON = 


This Week — Insurance Stocks 


A number of recent developments have focused attention of 
investors on the stocks of insurance companies. Prominent in this 
connection have been the announcements of stock dividends and 
proposed financing by a number of institutions. 

Of special interest and significance was the stock dividend 
recently announced by the Insurance Company of North America. 
Last week the Directors of the Company declared a 20% stock 
dividend payable Lec. 31, 1953 to stockholders of record Dec. 1, 
1953. The additional shares so issued will participate in the cash 
dividend which is expected to be declared in December and paid 
in February, 1954. 

There is no indication of what the next cash dividend declara- 
tion may be. In 1953 the Company made two quarterly payments 
of 50 cents, raising the rate to 6242 cents for the last two pay- 
ments. This was supplemented by a 50 cent extra at the beginning 
of the year bringing the total payment for 1953 to $2.75 a share. 

The previous change in capital by Insurance Company of 
North America was made in 1951 when a two-for-one stock split 
was accomplished. Since that time the Company has gradually 
increased its cash distribution to stockholders. The present stock 
dividend declaration is viewed as a further step in such a policy. 


Another company to announce a stock dividend is Northern 
Insurance Company of New York. Subject to stockholders ap- 
proval on Feb. 1, 1954 a 10% stock dividend will be distributed 
on outstanding shares. The Company has also announced that it 
plans to continue the present $2.50 dividend on the increased 
number of shares. 


While the foregoing declarations do not necessarily pressage 
a period of widespread stock dividends on the part of insurance 
companies, it is expected that a number of other institutions may 
adopt this method of increasing the dividends of stockholders. 
Also, it is likely that some institutions will increase their cash 
payments directly in the coming months. 

Another significant development of recent months and one 
which may also indicate a number of similar announcements in 
the coming year, is that with respect to insurance financing. 

The problem of adequate capital for the insurance industry 
has been a continuing one with individual companies at various 
times selling additional shares to enable them to handle the avail- 
able business. As the insurance field is growing, it is likely that 
capital needs of the industry will continue to expand. A large 
part of this fund will. be provided from internal sources providing 
an adequate level of underwriting profit is permitted. Some, 
however, will, of necessity, have to be obtained from public 
sources through either new or existing stockholders. 

In this connection, stockholders of the Fire Association of 
Philadelphia at a special meeting to be held on January 14, 1954, 
will be asked to authorize an increase in the capital stock from 
360,000 shares of $10 par value to 800,000 shares. Providing ap- 
proval is received and subject to other regulatory provisions, it 
is the intention of the Company to offer to existing stockholders 
for subscription 340,000 shares. This would mean an offering of 
one new share for each share now outstanding. 

The final subscription price will be determined at the time’ 
of the stockholders’ meeting. It is expected, however, that it will 
be in the neighborhood of $22.50 a share. This would indicate an 
addition to capital and surplus of approximately $7,500,000. 

Another company which is raising additional capital is the 
American Fidelity & Casualty Company. In addition to effecting 
a reclassification of the outstanding prior preferred, this month 
the Company is offering to existing common stockholders, 150,000 
shares of new convertible preferred on a share for share basis. 
The stock is to be convertible into common share for share in- 
dicating a subscription price somewhere above the current market 
for the common of 21-22. This would mean additional capital for 
the Company in the neighborhood of $3 million. 


Hornblower & Weeks 
Acquiring Business 
Of Scatterty & Jones 


& Weeks, 40 Wall 
Street, New York City, national 
brokerage and investment bank- 
ing firm, founded in 1888, has an- 
nounced it is acquiring the busi- 
ness and staff of Scatterty & 
Jones, New York cotton brokerage 
firm, as of Dec. 1, 1953. Estab- 
lished in 1940, Scatterty & Jones 
has been engaged principally in 


























by Hornblower & Weeks, and 
their present managers, Arthur R. 
Newcombe, C. W. Butler and 
Peter O’Donnell, respectively, are 
to continue in their present capa- 
cities. 

This entry into the cotton bro- 
kerage business marks the third 
major acquisition by Hornblower 
& Weeks this fall. On Oct. 1, the 
business of Paul H. Davis & Co., 
Chicago investment banking firm 
was consolidated with Hornblower 
& Weeks, and on Nov. 2 the 
Detroit brokerage firm of Ben- 
nett, Smith & Co. was acquired. 


Hornblower 





the execution of hedging cotton 
contracts for “trade accounts.” 

Clayton B. Jones, a senior part- 
ner of Scatterty & Jones, will be- 
come a limited partner of Horn- 
blower & Weeks. Mr. Jones has 
been active in the cotton broker- 
age business since 1913. Under his 
supervision, his son, Clayton B 
Jones, Jr. will head the firm’s new 
cotton department at the main 
office at 40 Wall Street, New 
York. 

The offices formerly maintaired 
bv Scatterty & Jones in the prin- 
cipal cotton cities of Charlotte, 
Memphis and Dallas are expected 
to be taken over and maintained 


The Hanover Bank 
of New York 


Bulletin 


{vailable 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
Members American Stock Exchange 
120 BROADWAY. NEW YORK 5, N. Y¥. 
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Owner goes ‘round the world 
in 40 seconds! 

















With this new multi-wave portable you can circle the globe in 
the time it takes to twist a dial. 

That’s because the RCA Victor Strato-World radio has Elec- 
tronic Band Spread Tuning. 

Instead of being squeezed together on one band segment, 
short-wave stations are in spread formation across the dial of 
your 7-band Strato-World. You can tune London, Rome, Mos- 
cow. Tokyo just as you do the local stations. 

There’s real one-handed portability, too. The Strato-World 
is a trim 23 pounds, including batteries .. . or it can be plugged 
into an electrical outlet. 








Here is the performance, the engineering and design you’ve 
come to expect from RCA Victor, a division of the Radio Cor- 
poration of America. See this globe-trotting, pace-setting port- 
able at your RCA Victor dealer’s. 


(PP) ° RADIO CORPORATION OF AMERICA 


World leader in radio — first in television 
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Income-Producing Real 
Estate as Trust Investment 


By CLARENCE M. TURLEY* 


Past President, American Institute of Real Estate Appraisers, 
St. Louis, Missouri 


Real estate expert discusses pros and cons of income producing 
real estate as a trust investment and points out tests to be 
applied in holding or acquiring real estate parcels. Says busi- 
, ness buildings, well located residential renting structures, or 
_ industrial properties, all have their proper place as good invest- 
‘ments made under certain conditions and at relative prices. 
Concludes, when intelligently acquired, competently operated 
and maintained, income real estate will compare favorably with 
what might be considered a good trust investment, and is far 
better than securities found in many trust estates. 


During the past 40 years I have 
been privileged to deal, almost 
exclusively, in income-producing 
real estate and am conscious of 
many of the 
advantages as 
well as some 
disadvantages 
of investment 
in this com- 
modity from 
the viewpoint 
of the private 
investor, but I 
have never 
handled a 
Trust Estate— 
hence the 
view point of 
the Trust Of- 
icer whose 
duty it is to 
invest funds entrusted to his insti- 
tution for the benefit of a widow, 
a minor or minors, an incompetent 
person, a pension trust or in any 
other fiduciary capacity has been 
Zleaned from sitting on the oppo- 
site side of the table endeavoring 
to sell a piece of income property 
as a Trust Investment or on the 
same side of the desk endeavoring 
to help the Trust Officer answer 
the question, “Now that we have 
it, what are we going to do with 
it?” 

I think that the objection I have 
heard most often from Trust offi- 
cials when discussing the acquisi- 
tion of a parcel of income-produc- 
ing real estate or the retention of 
such a property which a testator 
has left as a part of an estate to 
be administered by a Trust com- 
pany for the benefit of heirs, etc., 
is the non-liquidity of the asset. 
The second objection raised is the 
question of management. 


There is no doubt about it, there 
is the element of non-liquidity in 
every parcel of real estate. A 
$100,000 parcel of income property 
can hardly be divided and a part 
of it sold when one desires to raise 
money in the same manner that 
one might sell $50,000 of a $100,- 
000 investment in bonds or stocks 
or other negotiable securities and 
keep the balance for better or for 
worse. It must generally be sold 
in its entirety or completely re- 
tained. 


Furthermore, liquid securities 
are listed upon the Exchanges of 
the country and one may know 
from day to day the price at which 
one may dispose of them with the 
consequential profit or loss—not 
sO with real estate. The market 
moves more slowly and the sale 
generally requires an effort, either 
on the part of the Trustee or some- 
one employed by him. All ap- 
praisals of the value of real estate 
are specifically conditioned upon 
a reasonable lapse of time and a 
consistent and competent sales ef- 
fort to procure a purchaser. 

If an individual, or a Trustee, or 
a business institution, manufac- 
turer or anyone faces the proba- 
bility of being forced to quickly 
liquidate his or their investments, 
Trust investments or otherwise, 
no form of real estate should be 
acquired with the idea that a 
—_— — 

*An address by Mr. Turley before 
the 27th Western Regional Trust Con- 
ference of the American Bankers As- 
seuation, San Diego, Calif., Oct. 30, 1953. 


Clarence M. Turley 


quick sale and full realization of 
its value is probable. 


However, I might say in passing 
that the inability to sell quickly 
has in my experience, forced many 
an individual and corporate or- 
ganization to keep its real estate 
in times of stress while stocks 
and bonds and other liquid secu- 
rities have been sold at depreci- 
ated prices (with no regard to 
intrinsic Or actual value) and the 
real estate, which was non-liquid 
and unsalable, came back and in 
the long run preserved to the 
owner the means of a financial 
recovery which might not have 
been the result had it been pos- 
sible to dump the real estate in 
a day-to-day market along with 
the quoted securities. The non- 
liquidity of real estate has often 
been its prime virtue and in addi- 
tion, this characteristic is always 
taken into consideration by the ap- 
praiser when selecting the proper 
capitalization rate to be applied 
to the stabilized income stream 
produced by a specific parcel of 
property. 

Trust Limitations 


When we consider the proposi- 
tion of any investment of funds 
which have been entrusted to us 
as fiduciaries, I realize that there 
are a number of limitations placed 
upon us by the document creating 
the relationship, as well as by the 
laws of the various states in which 
we are operating. These present 
legal problems and it is not my 
purpose, nor do I feel completely 
competent, to present a complete 
analysis of the laws of my own 
State on this subject, nor to at- 
tempt to tell you what you can or 
cannot do under the laws of Cali- 
fornia or any other state repre- 
sented here with regard to the 
investment of Trust Funds in real 
estate. Each and every one of you 
has, undoubtedly, very compe- 
tent legal talent within or con- 
nected with your institutions to 
keep you out of trouble in this 
regard. 

Generally speaking, however, 
the laws of the various states have 
for their theoretical objective the 
preservation and safety of the 
money and property entrusted to 
the Trust Organization and its in- 
vestment in the manner that a 
prudent man would invest his 
own money, looking to the safety 
of the principal rather than for 
speculative gain or profit. 

In other words, subject to the 
limitations of the document cre- 
ating the Trust Estate and the 
laws of the States, the Trust Or- 
ganization is interested in two 
things—safety and income. 

While emphasizing safety and 
the preservation of principal we 
certainly do not wish to appear 
to be like that slothful servant in 
the Biblical parable of the talents, 
and bury that entrusted to us in 
the ground to keep the principal 
completely and safely intact with 
no income, but must be wise ser- 
vants and make our investments 
in such a manner that the prin- 
cipal will be preserved and those 
for whose benefit the Trust has 
been created receive the greatest 
amount of income it is possible 
for us to obtain for them. 
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Certain types of real estate offer 
that opportunity. Life insurance 
companies, whose ownership of 
real estate had formerly been lim- 
ited to the ownership of proper- 
ties actually used by them, since 
being permitted to invest in other 
real estate, have been very well 
satisfied with the results. 

I realize that insurance com- 
panies are different in many re- 
spects from Trust Estates handled 
by your members, since losses, if 
any, can be spread over a much 
larger portfolio and only slightly 
affect the overall picture; whereas, 
generally speaking, each specific 
Trust Estate must stand on its own. 
However, in some respects the 
principle is the same, namely, that 
insurance company executives are 
investing money which does not 
belong to them and have the same 
objectives in mind, namely, safety 
of the principal and adequate in- 
come. 


The question of whether or not 
the ownership of income real es- 
tate is or is not a good investment 
under these circumstances is an- 
swered by comparison. 


I have in mind a case in which 
an eastern insurance company was 
offered a proposal, the result of 
which would be the ownership of 
a remodeled office building, the 
bulk of the space therein to be 
under lease to the American Tel- 
ephone and Telegraph Co. and 
Southwestern Bell Telephone Co. 
Other space in the property is 
subject to rentals from tenants of 
the ordinary variety but the rental 
from the AT&T lease and that of 
its subsidiary would produce a 
net return of 5% to the insurance 
company on its investment and 
retire the same during the re- 
maining useful life of the struc- 
ture. In discussing this with an 
officer of the insurance company 
a significant statement was made 
by him, namely, that the deben- 
tures of these two tenants were 
considered at that time to be a 
good buy for the investment of 
insurance company funds upon a 
basis which would yield from 
2%4% to 2%%. The official hav- 
ing the proposition before him 
could see no difference between 
the obligation of the tenant to 
pay rent for a period of years and 
its obligation to pay interest and 
principal on a debenture issue. 

Under these circumstances the 
deal was made and the same 
amount of money invested in real 
estate and building has yielded a 
much higher return than the 5% 
minimum which the company 
would have received from the 
principal tenant’s lease and obvi- 
ously a much higher rate than 
would be earned on debentures. 
It seems to me that the degree of 
safety in this instance is identi- 
cal, the only difference being one 
of management and accounting, 
since obviously it requires less in- 
genuity and physical effort to clip 
coupons from debentures than to 
operate and maintain a building. 
However, the results have justi- 
fied the extra effort. 

I realize that a property as 
large as was involved in this case 
($2,000,000) is one which com- 
paratively few Trust Estates can 
handle but there are many other 
smaller properties in which the 
same principle is involved, namely, 
that the promise of the tenant to 
pay rental has the same degree of 
safety as its unsecured promise to 
pay a given amount in the form 
of a debenture. In fact, if default 
is made in the promise to pay 
rental the debenture obligations 
would certainly be worthless, but 
the owner of the debenture would 
have nothing but a piece of paper 
and a claim to be asserted in 
bankruptcy. 

Properties in which Woolworth, 
Kresge, Penney or some other Na- 
tional Chain of unquestioned credit 
rating occupy a substantial por- 
tion of the space are examples of 
what I am talking about and in 
addition to producing a good in- 
come for the Trust are salable 
with a minimum effort if sale be- 
comes necessary. 


Thus far in this paper I have 
been talking about prime proper- 
ties which I feel a Trustee would 
be justified in acquiring out of 
funds earmarked for investment 
but I feel that Trust officials are 
more often confronted with the 
problem of wheiher or not to dis- 
pose of property which has been 
left to them in Trust with power of 
sale and reinvestment. 


There are undoubtedly many 
borderline cases where the Trus- 
tee must use wise discretion both 
in regard to disposition and rein- 
vestment of the proceeds of the 
sale, but the impression in certain 
circles is that too often income is 
sacrificed in favor of security of 
principal. 

A case came to my attention 
shorily before I began the prepa- 
ration of this paper which, to some 
extent, illustrates what I have in 
mind in this connection. I am go- 
ing to assume some conditions 
which may not be based upon fact 
in connection with this item — 
simply to illustrate. 


A piece of property consisting 
of a very large remodeled resi- 
dence was offered for sale by a 
Trust Company at $35,000. In the 
remodeling, an ingenious individ- 
ual had created 13 rental units 
most of which contained in-a-door 
beds, bath, refrigeration, kitchen- 
ette and gas stove. The neighbor- 
hood is adjacent to an industrial 
district but also not very far from 
a large public park. These units 
produce a gross income of $8,400 
per year with expenses and taxes, 
including management, of $3,000; 
net income $5,400 per year, about 
15% on the price asked. The indi- 
cations are that there will always 
be a reasonably good demand for 
these units. 


Suppose that the Testator in this 
instance had left this property in 
his estate, the income to go to his 
widow for life, with remainder to 
children. This widow could have 
been told by her late husband that 
the property would produce over 
$5,000 per year and she need not 
worry about her living in the 
manner to which she was accus- 
tomed. She is due for a sudden 
awakening when the _ property 
sells for $35,000 and the proceeds 
are reinvested in government 
bonds at 3% or $1,050. 

In this instance the principal 
would be preserved for children 
or other heirs but the widow 
would have a rough time getting 
along on $1,050 per year. 

Now this is an extreme case and 
on the basis of the assumed condi- 
tions, I believe that even this bor- 
derline property should not be 
sold, but approximately $2,000 per 
year out of its income retained in 
the estate as depreciation and 
$3,000 net income paid to the 
widow. A property of this type 
should certainly not be acquired 
as a Trust investment but I be- 
lieve there is a difference between 
purchase and retention. 

I have a client—in fact, he is 
also a co-investor with me in some 
fairly large office and commercial 
properties. In addition he has a 
substantial estate consisting of 
listed stocks, mortgages, and 
money. He wanted to make me his 
executor and Trustee because he 
said he was afraid that a Trust 
company would find an excuse to 
sell his real estate holdings at the 
first opportunity. I declined to act 
but did agree to be a co-executor 
and co-trustee with an institution 
which I felt would carry out his 
wishes in regard to his property 
and with which I felt, based upon 
past relations, I could have some 
influence concerning the desira- 
bility of keeping a substantial por- 
tion of the estate invested in in- 
come real estate, which he, while 
alive, considers to be a good in- 
vestment and because it is a good 
investment for him while he lives, 
he feels it will be a good Trust 
investment after his death. 

There are several tests which 
the purchaser of income property 
should apply and I believe they 
are substantially the same tests 
which a Trustee should use when 


endeavoring to decide whether or 
not a property should be acquired 
or sold. They are as follows: 


(1) Character and age of the 
building or buildings involved. A 
good investment need not neces- 
sarily consist of a new building. 
In fact, an older building—not an 
antique—but one which has been 
well maintained is ofter;, more de- 
sirable than a new one for invest- 
ment purposes. 


Buildings which show signs of 
antiquity should be avoided unless 
the purchaser has a program of 
modernization in mind which will 
produce better occupancy and in- 
creased income. Trustees, how- 
ever are not in position to specu- 
late on such potentialities, hence 
the building itself should be a 
good one. 


(2) Quantity or amount of in- 
come to be received in relation to 
the price paid. This test naturally 
determines the maximum amount 
al individual is justified in pay- 
ing, in relation to the amount of 
income to be received. 

(3) Quality of the income stress. 
By this is meant the type of ten- 
ant occupying the property and 
its ability to continue in business 
and pay its obligations. The ideal 
situation in this regard is a prop- 
erty in which an AAI tenant oc- 
cupies a sufficient amount of space 
at a rental which would produce 
a net income of from 445% to 6% 
on the investment, with other 
space available to be rented to 
good tenants whose credit rating 
would not be as high as the prin- 
cipal tenants, but whose rental, 
as long as it lasts would substan- 
tially increase the net rate of re- 
turn on the investment. 

(4) Probable duration of the in- 
come flow. In other words, is the 
present rental secured by leases 
of long duration and if not, will 
the present income stream be con- 
tinued through renewals or will it 
tend to increase or decrease at the 
expiration of existing leases. 

(5) General salability of the 
property. I have said a great deal 
about the non-liquidity of real 
estate but there are some proper- 
ties which are more easily sold 
most of the time than others and 
this should be given some con- 
sideration. 


(6) Trend of values affecting 
the specific properties. This is a 
topic upon which many volumes 
have been written and is one upon 
which I could spend several hours. 
The experienced appraiser, how- 
ever, particularly in his own com- 
munity, is thoroughly familiar with 
current trends and the individual 
purchaser or the Trust official 
can well afford to consult a com- 
petent appraiser for guidance in 
this connection. Obviously, unless 
the income stream will provide 
for complete amortization of the 
investment during the current 
lease term, no one desires to in- 
vest where the trend in values is 
downward. 


(7) Management factors in- 
volved in handling the specific 
property. The management of a 
parcel of income property is_di- 
vided into two subdivisions (a) the 
physical management of the prop- 
erty itself and (b) top manage- 
ment or let us call it “policy man- 
agement.” Often most phases of 
these two subdivisions are com- 
bined in an organization com- 
pletely separated from the opera- 
tion of the Trust company or Trust 
department. This is due, I am 
told, to the inability of the Trust 
company to charge the Trust Es- 
tate, regardless of results obtained, 
a sufficient amount for its serv- 
ices to justify the maintenance of 
a competent staff to properly han- 
dle income property requiring 
more than routine rent collections. 

This situation, however, should 
not be one which would cause the 
Trustee to refuse to consider in- 
come real estate for the invest- 


ment of Trust funds. Inquiry will 
show that by far the largest per- 
centage of income real estate is 
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mot owner-managed and if an 
owner, while alive, employes a 
manager or a management organi- 
zation, there is no good reason 
which I can see why his executor 
er trustee should not have the 
right to employ a competent man- 
agement and pay for it out of the 
Trust Estate’s income. 

However, management factors 
affect the desirability of a specific 
property at a price if all of the 
other tests which I have men- 
tioned produce answers which are 
equal. For example, it requires 
much less managemént effort to 
coHect monthly rental from one 
AAI tenant occupying an entire 
building under a net lease for 20 
or 25 years than it does to collect 
the same amount of rental from 
a dozen or more tenants whose 
leases expire at various times and 
whose leases provide for operation, 
maintenance, taxes and insurance 
at the cost of the landlord. In the 
first instance, no outside help is 
mecessary and in the latter in- 
stance, unless adequately compen- 
sated itself, the Trust company 
will be compelled to hire outside 
talent to look after the details of 
management. 

An expert appraiser who is 
called upon to appraise two prop- 
erties which produce an identical 
amount of net income but whose 
management factors are similar 
to those I have just related would 
probably use a capitalization rate 
of from 1% to 24%% higher for 
the building occupied by several 
tenants than for the single occu- 
pancy property held under a net 
lease. 

When all of these tests have 
been applied to a specific parcel 
of income real estate and the serv- 
ices of a competent appraiser, 
within or outside of the institu- 
tion, are obtained to analyze it, I 
am sure that it will be discov- 
ered that income real estate is a 
good Trust investment. 

I have not attempted to tell you 
what specific type is best, namely, 
business buildings, well located 
residential rental structures, or 
industrial properties, but all have 
their proper place under certain 
conditions and at relative prices. 

When intelligently acquired, 
competently operated and main- 
tained, income real estate over the 
years will compare favorably with 
what might be considered to be 
the best Trust investment and will 
be far better than most other 
forms of property or securities 
generally found in Trust Estates. 


Columbus & Southern 
Ohio El. Stk. Offered 


Dillon, Read & Co. Inc. and The 
Ohio Company headed an invest- 
ment banking group which re- 
leased an offering for public sale 
at the close of the market on Nov. 
17 of a new issue of 200,000 com- 
mon shares of Columbus & South- 
ern Ohio Electric Co. at $26.25 per 
share. 

Proceeds from the sale of these 
shares and from a proposed sale 
of $10,000,000 new first mortgage 
bonds will be used by the com- 
pany for its construction program, 
including the payment of bank 
loans which were incurred for 
additions and improvements. The 
construction program for the pe- 
riod from Sept. 1, 1953 to Dec. 
31, 1955 is estimated to cost $50,- 


000.000. Construction is nearing 
completion at the E. M. Poston 
Station of a fourth generating 
unit of 60.000 to 66,000 kw which 
is expected to be placed in serv- 
ice early in 1954, Construction 
has been started at Picway Sta- 


tion for an additional generating 
unit of 80,000 to 100,000 kw and 
this is scheduled to be placed in 
service late in 1955. 

The company supplies electri: 
service to an area, with an esti- 
mated population of 585,000, in 
and around the City of Columbus 
and an area in southern Ohio 
with a population.of 265,000. The 


company’s southern area is adja- 
cent to a new gas diffusion plant 
under construction by the Atomic 
Energy Commission near Piketon, 
Ohio, and the company and 14 
other electric utility companies 
are cooperating in a project for 
the supply of power to this plant 
through the Ohio Valley Electric 
Corp. and its subsidiary, Indiana- 


Kentucky Electric Corp. A sub- 


sidiary, Columbus Transit Co., 
operates a bus and electric trolley 
coach transportation system in 
Columbus and suburbs. 

For the 12 months ended Aug. 
31, 1953, the company’s consoli- 
dated operating revenues were 
$36,361,542 of which $30,778,397 
represented electric revenues. 
Consolidated earnings on common 


shares were $4,539,958. 


New Talmage Branch 


Talmage & Co., members of the 
New York and American Stock 
Exchanges, have announced the 
opening of a new office at 107-22 
Continental Avenue, Forest Hills 
75, L. L, N. ¥. The new office 


will be under the management of 
Miss Miriam Minden and Walter 
J. Scheideberg. 
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Hemphill, Noyes & Co. 


LOS ANGELES, Calif.—Harry 
A. Cottingham has become asso- 
ciated with Hemphill, Noyes & 
Co., 510 West Sixth Street, as 
registered representative. He was 
formerly a partner in the Invest~ 
ment Securities Company of Cali- 
fornia. 








Why does 3 on a Match” 
Mean Bad Luck? 


They say this superstition goes back to the Boer War of 
1899-1902. According to the legend, a British soldier lit a 
cigarette in the dark—-and held the match so two of his 
buddies could light up. The flame lasted just long enough 
to give enemy snipers a perfect target. 


As America’s oldest tobacco merchants, established in 1760, 
P. Lorillard Company has seen a lot of superstitions and 
fancies come and go. But through many generations of 
tobacco experience, Lorillard has learned this fact: that the 
proof of fine tobacco is still in the smoking . . . in the pleasure 
people derive from it. 


Today, millions of Americans are finding new smoking 
pleasure in two new Lorillard products: Kent cigarettes 
with the Micronire filter and popular king size Old Golds. 
Their spontaneous public acceptance once again underlines 
the soundness of Lorillard’s traditional policy of pioneering 
in the field of smoking pleasure . . . of being aware of chang- 


ing popular tastes and promptly satisfying them. 


Lorillard’s diversified line of fine tobacco products is backed 
by nearly 200 years of tobacco experience. To P. Lorillard 
Company, and Lorillard stockholders, tomorrow looks just 
as bright as today’s success and yesterday’s achievements. 


AMERICA’S OLDEST TOBACCO MERCHANTS «+ ESTABLISHED 1760 


Leading Products of 
P. LORILLARD COMPANY 


Cigarettes 


*OLD GOLD 
KENT 
EMBASSY 
MURAD 
HELMAR 


Smoking Tobaccos 
BRIGGS 

UNION LEADER 
FRIENDS 

INDIA HOUSE 


Cigars 


MURIEL 

HEADLINE 

VAN BIBBER 
BETWEEN THE ACTS 


Chewing Tobaccos 
BEECH-NUT 
BAGPIPE 

HAVANA BLOSSOM 
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Are Leading Chemical 
Shares Overvalued? 


dustrial companies. The more 
popular Dow-Jones 30 industrial 
average in the period 1946 to 1952, 
yegistered an increase about equal 
io that of the six major chemical! 
companies. By these two measure- 
ments the six major chemical 
companies would appear to lack 
above-average earnings growth in 
the postwar period. 

In the third comparison, a 
somewhat greatér cross section of 
industry is achieved since it com- 
pares the results not of 6 chemical 
companies but of some 20 chem- 
ical companies with-——not of 125 
compenies—but a total of 429 in- 
dustria! companies. These com- 
pilations are on a net profit rather 
than on a share profit basis. Thus, 
at the expense of achieving a 
wider base, we have to overlook 
one factor which could be nega- 
tive, that is the increased capital- 
ization in order to achieve the ex- 
pansion in earnings may have 
eliminated the share growth. In 
this comparison, total earnings of 
20 chemical companies gained 
slightly more than the 429 indus- 
trial companies from 1946 to 1952 
(89% vs. 77%). The main reason 
for directing attention to this third 
comparison is to point out that 
several of the major industries in 
the 429 company total had greater 
postwar profit gains than the 
chemicals—and five of these are 
commonly regarded as cyclical, 
including the metal, machinery, 
electrical equipment, motors and 
motor parts. Even earnings of the 
eyclical building, steel and paper 
industries increased nearly as 
much as the chemicals in the post- 
war period. 


Causes of Postwar Expansion 

The comparison of earnings by 
industry group confirms the fact 
that many industries in the post- 
war period reflected a tremendous 
expansion due to a backlog of de- 
mand for goods built up during 
World War II. This condition, in 
my opinion, has overemphasized 
the importance of many cyclical 
industries such as those mentioned 
above in the group total and their 
sizable postwar expansion may 
be subject to a more pronounced 
readjustment sooner than the 
chemical industry. Moreover, un- 
Jike many durable goods indus- 
tries, start-up expenses associated 
with complicated chemical proc- 
esses probably tempered the 
chemical industry's profit margins 
to a somewhat greater degree in 
the postwar than certain cyclical 
industries. At the same time, the 
earnings of the chemical compa- 
nies must have benefited, too, 
from the high level of general 
business activity. In any event 
recent government defense poli- 
cies have made the chemical in- 
dustry one of the prime benefi- 
claries of accelerated amortization 

this of course has been a 
cefinite deterrent to reported 
share profits in 1951, 1952 and 
1953. 

Moreover, certain companies 
have become so large and so im- 
portant in their industry group in 
the postwar period that they have 
stifled the relative expansion of 
their respective group. For ex- 
ample, DuPont represented around 
40% of the 1952 total earnings of 
20 chemical companies and the six 
major chemical companies men- 
Lioned above represented about 
85% of the 20 company total. 
Vhese six chemical concerns are 
all mature enterprises where the 
percentage expansion could not 
have been nearly as great recently 
as it was say 20 years ago or even 
iJ years ago. It might be logical 
#hen to argue that the smaller- or 


medium-sized chemical companies 
possess the best growth attributes, 
but, at this advanced stage of the 
business cycle consideration should 
be given to the fact that many of 
the smaller concerns theoretically 
are more vulnerable to a readjust- 
ment than the larger. 


Earnings Ratios of Major 
Chemicals 

Regardless of the reasons why 
the major chemical concerns have 
not evidenced dynamic growth in 
the postwar years, the question 
from an investor’s standpoint is 
whether the earnings multiples 
for the leading chemical equitie: 
at the present time are too high. 
Based on these comparisons, they 
are. However, I feel that there 
have been too many complicating 
development: in the postwar 
period to judge the industry by 
these three comparisons alone. 
After all, in the years 1929 through 
1952 average earnings of six major 
chemical companies increased 
183% as against 78% for the 125 
industrial companies, and 24% for 
DJ 30 industrial companies. More- 
over, in the period 1929-1941 the 
average of the six chemical com- 
panies registered a 23% expansion 
in share results compared with 
26% loss for the 125 industrial 
companies and a 42% loss for the 
30 DJ companies. It may be of 
further interest to note that the 
six major chemical companies re- 
couped their 1929 earnings rate 
by 1936, whereas the 125 indus- 
trial companies did not reachieve 
their 1929 profit level until 1947, 
and the Dow-Jones group until 
1948. 

Then again there is the question 
of recession resistance of the 
chemical industry. In the 1929- 
1932 downward spiral, combined 
earnings of the six major chemical 
companies contracted roughly 
68%. The 125 industrial compa- 
nies as well as the 30 Dow-Jones’ 
companies declined not 60% or 
i0% in this period but to deficit 
operations. In the 1937-38 read- 
justment the combined earnings oj 
the six major chemical companies; 
declined than the 125 indus- 
trial companies or the 30 Dow- 
Jones’ companies. Using the 
broader comparison. that is, the 
429 industrial company compila- 
tion, earnings of the 20 chemical 
companies in both the recession 
periods evidenced about the same 
trend. Moreover, about half of the 
30° or major industry groups 
included in the 429 company total 
had deficit operations in 1932. In 
fact, there were only seven major 
industry groups which showed 
less percentage contraction in net 
profits in the four-year period 
1929-1932 than the chemicals: 
these were—the containers, drugs, 
food, retail trade, shoe, tobacco 
and soap groups. 

It is a moot question whether 
the present expanded nature of 
the six major chemical companies 
will permit this chemical group to 
show the same recession resistance 
in forthcoming business readjust- 
ments. I have in mind here the 
present indicated overcapacity in- 
dustry-wise for some important 
chemical products. However, it 
would seem plausible to expect 
that the chemical industry will 
offer an above-average number of 
new products and new processes 
compared with many of the so- 
called cyclical industries in any 
business readjustment. Therefore 
it might be reasoned that while 
the chemical industry may be less 
recession resistant than it was 10 
or 20 years ago, it should still be 
more resistant than such cyclical 
groups steel, 


less 


SO 


as machinery and 
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building, 
few. 


industries to name a 


Place Stress on Recession 

Resistance of the Chemicals 

In other words, at advanced 
Stages of the business cycle, it 
would seem astute for the invest- 
ment manager to play down the 
so-called growth aspects of the 
chemical industry, particularly in 
the more seasoned companies, and 
to emphasize their less cyclical 
and better-than-average recession 
resistant qualities. This, then, rep- 
resents one of the main reasons 
why chemical shares normally sell 
at higher earnings multiples than 
the cyclical industry shares. So 
far, the chemical group has not 
experienced as precipitous a de- 
cline in market price as the more 
cyclical industries during read- 
justment periods partly because 
of this recession resistant charac- 
teristic but also, in my opinion, 
because of the inherent growth 
of the chemical industry. I believe 
the chemical industry 
important turther 
more normal business conditions 
although expansion by the six 
major chemical companies may be 
slower than the smaller concerns. 

For the immediate future, the 
chemical concerns will benefit by 
the elimination of the excess prof- 
its tax beginning 1954, but lower 
general business activity could 
cause some of this tax benefit to 
go to the customer rather than 
the stockholder. The effective tax 
rate for the six major chemical 
concerns was 66% last year as 
against 51% for the 125 industrial 
concerns. Moreover, the high ac- 
cruals for accelerated amortiza- 
tion of a good portion of the re- 
cent plant additions will help each 
company’s cash position and in 
time be reflected in reported share 
profits. There seems to be no 
doubt but that in appraising chem- 
ical equities today, consideration 
should be given to these plus 
factors. 


possesses 
growth under 


Much Depends on Business Trend 


In deciding whether or not the 
stocks of the six chemical con- 
cerns mentioned above are cur- 
rently attractive for new money, 
much depends upon the prospects 
of general business activity in the 
next year or so. The invesiment 
manager's philosophy usually 
changes with his psychological 
state. I must coutess that my con- 
cern abcut the general business 
outlook suggests that the romantic 
possibilities of new products and 
processes should be reduced to 
earnings per share, 

Vhile one should 
skepticism, at this 
much enthusiasm for growth 
stocks at any price, a current re- 
appraisal of the major companies 
in the chemical group, indicates 
that few of these stocks are 
greatly out of line with earnings 
prospects based on a decline im 
the FRB index to about 200. At 
least their current earnings mul- 
tipliers are not far from what we 
at Argus like to call the postwar 
“characteristic” price/earnings ra- 
tion. At the moment, and giving 
special consideration to the prom- 
ised relief from EPT, I am in- 
clined to favor DuPont, Union 
Carbide, and Hercules. At the 
same time, giving consideration 
to the position of the business 
cycle, I would maintain a cautious 
attitude toward the stocks of nu- 
merous specialty chemical pro- 
ducers whose earnings may be 
vulnerable to difficult competition 
during a period of lower demand. 
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juncture, too 
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S. F. Exchange Member 


SAN FRANCISCO, Calif.—The 
San Francisco Steck Exchange has 
announced the election of Donn 
C. Douglass to membership in the 
Exchange. Mr. Douglass, who is a 
member of the firm of Douglass, 
Van Der Naillen & Co., Inc., ac- 
quired the membership formerly 
held by the late John C. Traylor, 
of the same firm. 


Hance has been added to the staff 
of Prescott & Co., National City E. 
Bank Building, 
New York and Midwest Stock Ex- 
changes. 


Wigren is 
Marshall, U. S. National 1k 
Building. 
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By JOHN T. CHIPPENDALE, JR. 


The announcement by the Treasury that the 244% notes due 
Dec. 1. 1953 would be refunded with either a new 1%% obligation 
due Dec. 15, 1954 or through the reopening of 242s due Dec. 
15. 1958 was not exactly an unexpected development as far as 
the money market was concerned. There had been a consider- 
able amount of talk about a one-year obligation or thereabout 
being part of the “package,” with opinions also on the strong 
side that an intermediate term issue would likewise get a share 
of the deal. There had been guesses around that one of the then 
outstanding issues would be used as part of the split offering 
even though the 2'%s due Dec. 15, 1958 had not been given more 
than a passing amount of attention at that time. 


Continued Money Ease Expected 

The 1%.% rate for the 12'% month note, as well as the 212% 
rate for the slightly longer than five-year bond, reflects the 
changes that have taken place in the money market which have 
recently been towards lower rates. With this refunding and 
others to come, not to mention new money financing that will 
have to be undertaken because of the unbalanced budget, it 
seems as though easy money conditions are to be expected for 
some time yet. 

Also, there is very little leeway between the outstanding 
debt and the debt limit which means that attrition in refundings 
cannot be sizable. This would appear to indicate that attrac- 
tive offerings will have to be made to holders of the obligations 
that are being refunded, and the money market will have to be 
kept in good shape to facilitate the operation. Therefore, a con- 
structive monetary policy would appear to be in order. 


Success of Refunding Assured 


There seems to be no doubt about the refunding of the Dec. 
1 maturity being a success because the securities that are being 
offered to the holders of the 2's are tailored to meet their needs. 
The shorter obligation, the 1%s due Dec. 15, 1954, will appeal to 
the Central Banks as well as to some corporations, along with 
certain of the deposit banks. Those that need liquidity and a 
near-term maturity have both of them in the 1242 month note. 
On the other hand, the 2!2s due Dec. 15, 1958, will be attractive 
to those that are interested in extending maturities and indica- 
tions are that not a few commercial banks, and to some extent 
corporations, as well as other investors, will be among those that 
will exchange the maturing 2s for the five-year bond. 


Extension of Debt Seen 


There had been some opinions around before the terms were 
announced that a 2% certificate would be in the package. Based 
on this idea, it is believed by certain money market specialists 
that the 1%%s were tailored a little bit on the skimpy side in order 
to bring out the attractiveness of the 242s and in that way get 
more of the holders of the maturing 2¥%s to go into the 1958 obli- 
gation. In the amount that the 24s due Dec. 15, 1958 will be taken 
in exchange for the 2!ss due Dec. 1, there will be an extension of 
maturities which is the policy of the administration. 

The presently outstanding 2'2s which are being offered as 
part of the “package” for the Dec. 1 maturity is not a large issue 
and the exchanges that will be made into it should help to improve 
the marketability of this obligation. As to the attrition that will 
come out of this refunding operation the opinions are that it will 
be very small because the securities that are being offered in this 
exchange are attractive since they meet the needs of those that 
own the December 2'ss. 


Strong Market Prevails 


The government market has taken the refunding announce- 
ment pretty much in stride after being a bit on the hesitant side, 
because it was in the process of digesting the recently offered 2%4s 
while at the same time waiting to see what the Treasury would 
offer the holders of the Dec. 1 maturity. Then there was the sur- 
prise announcement that General Motors Acceptance Corporation 
would raise $300,000.000 through the sale of a 25-year obligation. 
All of these factors caused traders, dealers and some investors to 
back away from the government market and prices were quoted 
down on very light volume. 

However, with the refunding terms known it was evident that 
there was still a pretty good demand around, enough to take care 
cf the offerings of governments as well as to assure a successful 
deal for the large corporate bond flotation. Accordingly, the quot- 
ing down of prices ceased and the market for Treasury obligations 
was in a constructive vein again. To be sure there will be backing 
and filling as the various new and refunding issues are being 
absorbed, but the feeling in money market circles appears to be a 
favorable one because the outlook is for continued easy money 
conditions. 

Despite the attention that is being given to the Dec. 1 refund- 
ing, switches for tax purposes are still supplying a good amount of 
volume to the market and these operations will most likely con- 
tinue right through to the end of the year. ' 


Prescott Adds 


to THe FINANcial 


CLEVELAND, Ohio 


Retire From Firm 

SAN FRANCISCO, Calif.— 
Brooks D. Weber, limited partner, 
and Alfred E. Kogler and Ernest 
Charleston, general partners, 
have retired from Davies & Co., 
members of the New York and 
San Francisco Stock Exchanges. 


(Special CHRONICLE 


Joseph P. 


members of the 


Atlas Secs. Corp. Opens 

Atlas Securities Corporation i 
engaging in a securities business 
from offices at 39 Broadway, New 
York City. Ronald S. Tilley is a 
principal of the firm 
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The Postwar Prosperity— 
How Much Longer? 


of total output not much below 
90% of potential. 

While short of disaster, though, 
such levels of output would spell 
serious trouble. A 10% shortfall 
from the potential output of the 
United States represents a wastage 
of productive power almost as 
great as the total product of 
France. And we have to remem- 
ber that even our mild business 
wobble of 1949 upset trade posi- 
tions and currencies all over the 
world. The economic and political 
backwash abroad of a slump to 
90% of full production (let alone 
to 80%) might necessitate a fresh 
wave of international rescue op- 
erations. 


Built-in Flexibility and the 
Debt Limit 

Our reliance on the stabilizing 
force of built-in flexibility im- 
plies that a large deficit could be 
financed if necessary. Present es- 
timates indicate that even with 
continued prosperity the Treasury 
will find it hard to stay within 
the existing debt limit of $275 
billion. Since the debt includes 
obligations to the Unemployment 
Trust Fund, an expansion of un- 
employment compensation con- 
tains an automatic debt adjust- 
ment. But a loss of tax revenue 
does not. 

I am not one of those who feel 
the debt limit is an empty for- 
mality. By keeping the Treasury 
on a tight rein this fall, Congress 
has registered a national concern 
with keeping the expenditure side 
of the budget lean, in a situation 
that still is one of full prosperity 
But in a situation where a rigid 
debt limit would force the gov- 
ernment to call for tax increases 
in a slump, to delay tax refunds 
or payments to government sup- 
pliers, or to cripple programs set 
up by Congress through whole- 
sale discharges or cessations ol 
procurement, I would count on 
Congress to see an increase in the 
debt limit as a common-sense 
measure. 


Safeguards—Improving Built-in 
Flexibility 

Built-in flexibility cannot suf- 
fice as an anti-depression policy. 
All it can do is to establish a 
higher floor for a depression, and 
ease the decline. For all that, 
improvements in built-in flexibil- 
ity are worth an effort. There 
are three main areas—farm pol- 
icy, individual income tax, and 
corporate income tax—which offer 
prospects. 

On the farm side, it should be 
possible to agree on a policy that 
would reduce the size of farm 
benefits in prosperity while assur- 
ing a big growth of benefits 
in a recession. The best form for 
such a program is not easy to de- 
fine; but we can say from experi- 
ence that price supports based on 
parity are an unsatisfactory make- 
shift. 

On the individual-tax side, the 
most conspicuous possibility is to 
provide quicker refunds of over- 
paid taxes to people who lose their 
iobs. This is one point at which 
English arrangements are ahead 
of ours. Harder to set up, but well 
worth the work, would be ar- 
rangements to relate a taxpayer's 
average tax bill over a stretch of 

ears to his average income, de- 
signed to produce prompt refunds 
in a slump 


On the corporate-tax side, the 
esponse of the tax to a sium} 
would be better if companies los- 
ng money could carry back cur- 
rent losses against past profits 
or three or five years instead oi 
the single year now allowed. Such 


a change would reduce pressure to 
qown } 


, , . ee * , 
scale lans for capital out- 


lay in a recession, by reducing the 
danger of a financial pinch. Be- 
sides, if we had a stronger element 
of carryback in the tax system, 
we could make better use of the 
idea cf authorizing corporations 
in a recession to depreciate their 
new investments quickly. Under 
present tax law, such a concession 
might lead to actual postpone- 
ment of scheduled installations iill 
the firm could be sure of profits 
to charge them against. With 
longer carrybacks, firms which 
had recently had profits could be 
sure of getting full benefit of de- 
preciation despite uncertainty 
about future profits, and accele- 
rated depreciation would become 
a reliable way to stimulate capi- 
tal outlays. 


Safeguards—Public Works 

Since the war, highway and 
school construction have been held 
back in order to reduce inflation- 
ary pressure and to release key 
materials in the Korean military 
emergency. Even if full prosper- 
ity continues, some speed-up of 
these types of construction seems 
called for. In case of serious re- 
cession, a much greater speed-up 
would make sense. We might try, 
for example, to provide space for 
the oncoming bulge in our high- 
school student body as it happens, 
instead of waiting till overcrowd- 
ing becomes acute, as we have 
on the whole while grade-school 
enrollment was growing. 

To use public works to hold 
and reverse a_ recession, some 
central influence on their timing 
is essential. Projects for which 
blueprints exist and sites and fi- 
nancing are arranged can be 
started in a few months at worst. 
To some degree, the mere slacken- 
ing of private construction will 
set up pressures at the state and 
local level that can speed up pub- 
lic works at this stage. But since 
coping with a recession is a mat- 
ter of national concern, it would 
seem appropriate for the Federal 
government to offer financial 
backing to local projects whose 
timing can be guided with a view 
to economic stabilization. 


Safeguards—Preparations for 
Tax Cuts 

In case of a slump, the market 
for consumers’ goods can be sup- 
ported by cutting taxes and leav- 
ing people more to spend. This 
involves commodity iaxes (excises, 
stamp duties, sales taxes) and the 
personal income tax. 

On the commodity-tax side, it 
should be possible to agree in 
advance on destination-levels 
(preferably zero) to which our 
“nuisance taxes” will be perma- 
nently reduced when there is 
scope for tax reduction. In case of 
a slump, Congress could quickly 
decide what proportion of the ex- 
cess of these tax rates over des- 
tination levels should be removed. 
In so far as commodity taxes are 
to be a permanent part of the 
Federal tax system, it might be 
well to replace our present mass 
of differentiated taxes by a gen- 
eral sales tax with a single rate 
The impossibility of quick deci- 
sion about changes in a complex 
rate structure, and the paralysis 
of Congressional tax committees 
while such changes are being con- 
sidered, bar flexible use of exist- 
ing commodity taxes 

On the personal-tax ex- 
perience in 1948 and in 1950 has 
shown the feasibility of quick 
changes in withholding rates, with 
annual tax rates brought into line 
later. But it might be worth while 
for Congress to provide in ad- 
vance for the printing of several 
alternative withholding tables 


side, 


(corresponding to different de- 
grees of temporary abatement of 
standard rates), so as to be free 
to make a change effective on 
very short notice on such a date 
as April 1 or July 1, 1954, if sales 
to consumers were sagging seri- 
ously a few weeks beforehand. 


A Basis for Confidence 


In the end, any program for 
keeping the economy of the 
United States on an even keel 
must rest on private citizens. Gov- 
ernment action can slant private 
decisions by altering incentives 
and by altering the flow of spend- 
ing power. But it is private house- 
holds that decide what products 
can be marketed, and private 
firms that hire workers, schedule 
production, and install plant. 


If we succeed in holding future 


recessions within narrow limits, 
it will be because businessmen, 
investors and home-buyers trust 
that major depressions can be 
avoided—and by their own actions 
help justify their trust. But as we 
saw in 1929-1932, the national as- 
set of confidence can be wasted 
by a policy that relies too much 
upon it. If experience in the early 
part of a recession shows the gov- 
ernment’s anti-depression policy 
to be inadequate and indecisive, 
the recession can go from bad to 
worse through loss of confidence. 
But if policy is so framed that it 
can keep a recession mild even 
though confidence wavers, we can 
count on confidence to rally and 
help recovery. In short, the only 
way to build confidence is by 
making substantive policy solid 
enough to earn confidence. 
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Joins W. R. Olson Co. 


(Special to Tue Financia, CHRONICLE) 


FERGUS FALLS, Minn.—Kar- 
sten O. Olson is now with W. R. 
Olson Company, 112 South Mill 
Street 


To Be Exchange Member 


On Nov. 25 the New York Stock 
Exchange will consider the trans- 
fer of the Exchange membership 
of George H. Wilder to Seymour 
A. Steindler. 


Timothy Wood, Jr. 
Timoth Wood, Jr., associated 
with Merrill Lynch, Pierce, Fen- 
ner & Beane, Portland, Ore., 
passed away at the age of 47 after 
a short illness. 


CHRYSLER CORPORATION’S “deep-breathing V8” 


NEWEST, MOST ADVANCED CAR ENGINE 


Compact, low-friction engine inhales and utilizes air and fuel more efficiently... 


ives you reater performance and safety, even on steepest mountain roads. 
F y> 


Practical imagination that brings you the good 
things first. Chrysler Corporation pioneered, 


j 
puantity car production, the he misplr rical 


for 
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combustion chamber engine This high efh- AM Chrysler 
crency engin has ¢ nough reserve power to ie . Dodge. 
handle with ease mountainous terrain like that ea 

of Nevada’s Route 50, pictured here. 3 (A 
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You will enjoy Medallion Theatre 


dramatic entertainment for the whole family 
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What's happened to automobile engine 


At Chrysler Corporation, something spec- 


America’s most advanced car en- 


gine, the V8 hemispherical combustion 


design, is already turning gasoline 
er more efficiently than any othe» 


This extraordinary engine, which is now 
being enjoyed by Chrysler, DeSoto anc 


'8 owners, actually breathes dee er 


Valves are larger, open wider. So efficient i 


ince that the engine doesn't “carbon 


up” with resultant power loss and costh 
repair bills. 


st version turns out 309 horsepower 


—without supercharging, without superfuels. 


version developed 4104 horsepower, 


and has now gone beyond that. 


er Corporation engineers, however, 
interested in power for powers 


They engineer superb performance 
into Chrysler-built cars by putting power in 





Cutaway view of Chrysiler-built V8 engine showing (1) dome-sha 


) bigger, high-lift valves, (3) wide fuel char 


with car weight. Resu! 


spirited getaway, economy of operation, a 


or emergencies. 
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to Chrysler Corporation cars. 
of this thrilling new engine, « 


. ' 
ration . today 


Corporation produces Plymou: 


De Soto, Chrysler & Imperial ec. 


and Dodge Trucks, Chrysler Marine & Ind 
trial Engines, Oilite Metal Powder Produc 
Mopar Parts and Accessories, Airtemp He «- 


Conditioning, Refrigeration, a) 


Cycleweld Cement Products. 
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A Perspective of Conditions 
In Petroleum Industry 


tember, 1952, and the year’s total 
will probably be more than 47,000 
—a new record. I realize that, in 
the past few years, it has taken 
more wells on the average to find 
a given quantity of oil in domes- 
tic fields. Yet, even so, proved 
reserves are at an all-time high. 
So here again, I ask myself, should 
we complain about going from 
peak to peak? 

Instead of taking counsel of our 
fears concerning the future, let us 
look at some carefully worked out 
estimates. In Jersey we believe 
that, even assuming a 10% drop 
in general industrial activity in 
the United States next year, the 
outlook is for a domestic consump- 
tion of oil 3% higher than the 
record consumption this year. The 
I.P.A.A. says it will be up 3.6%. 
These estimates compare with an 
annual growth of about 6% over 
the past 20 years. But remember 
that this outlook is in the face of 
an assumed decline on the part of 
industry generally. If such a de- 
cline does not occur, the increase 
in oil demand could be several 
percentage points higher. For ex- 
ample, a preliminary estimate of 
the Bureau of Mines for 1954, as- 
suming no _ business _ recession, 
called for an increase of 5%. 

Looking further down the road, 
it seems that the oil market will 
continue for a long while to ex- 
pand as it has for so many years 
past. The recent Paley Report 
estimates that U. S. consumption 
will rise to a total of over 13 mil- 
lion barrels a day by 1975. This 
Report also predicts that the rest 
of the free world will be using 13 
million barrels a day in 1975 com- 
pared with the present daily total 
of about 5 million barrels. 

As a result of this anticipated 
upward trend of demand, the 
prospect is for continued growth 
of the domestic producing indus- 
try for some time to come. The 
recent Swearingen study pub- 
lished by the A. P. I., for example, 
estimates that domestic produc- 
tion will keep going up until, by 
1967, we'll be producing at the rate 
of about 9,100,000 barrels daily— 
about 30% over the current out- 
put. The study indicates we may 
then begin to reach the peak of 
our ultimate discovery possibility 
and will have to look more toward 
the proved reserves of other areas 
as well as to improved secondary 
recovery methods at home. But 
the U. S. demand estimate of more 
than 13,000,000 barrels a day in 
1975 seems likely to assure the 
domestic producer a constant and 
eager market for all the oil he 
can efficiently produce. 


The Question of Iranian Oil 


Another element in the uneasi- 
ness that has been evident in the 
United States industry is worry 
about what may happen if Iranian 
oil returns to world markets. 
With the shutdown of operations 
there in 1951, new supplies of oil 
had to be found rapidly. Such 
supplies were found and, in an 
amazingly short time, the hole 
left by the sudden ceasing of the 
flow from Iran was filled. Today, 
when discussions looking to re- 
sumption of Iranian production 
are in progress, the question in 
many minds is: what will be the 
effect of this return at a time 
when oil supply from other 
sources is more than ample? 

In considering this question, one 
thing we should realize is that 
world consumption of petroleum 
increases each year by an amount 
roughly equivalent to the full pro- 
duction of Iran. Thus, for the 
past five years growth of free 
world consumption required on 
the average an additional 700,000 
barrels a day of new supplies 
each year. Against this fact, we 


must take into account that Iran- 
ian oil would not be spread out 
proportionally over all consuming 
areas. But, in the other pan of 
the scales, there is the factor of 
time. It is unlikely that Iranian 
production would come into the 
market in full tide overnight, so 
there would no doubt be time to 
prepare for its reentrance. It 
seems to me that the very resili- 
ence which enabled the oil indus- 
try of the world to make up for 
the sudden loss of Iranian oil 
should enable the industry to cope 
with its restoration. 

These days it is pretty hard to 
talk about the subject of foreign 
oil without the question of im- 
ports coming up. Today the pub- 
lic is understandably confused by 
many conflicting stories. We hear 
descriptions of “floods” of im- 
ports and “torrents” of imports. 
As oilmen, of course, we recog- 
nize the basic difference in the 
kinds of oil being imported 
that is the difference between im- 
ports of heavy fuel oil and crude 
oil. Imported heavy fuel comes 
chiefly into the Eastern seaboard 
area, and the domestic refineries 
normally serving this market sim- 
ply do not produce enough of this 
fuel to meet demand. 

To get a true picture of oil im- 
ports as they relate to the domes- 
tic producer, we have to consider 
imports of crude oil, and particu- 
larly the figures for Districts I 
to IV, since the West Coast has 
historically had its own special 
producing and importing condi- 
tions. When we do this, we find 
that the story is definitely not 
one of “floods” or “torrents.” 
Bureau of Mines figures show the 
ratio of crude imports to domestic 
crude production was 10.8% in 
1950. In 1951, due to the abrupt 
shutdown in Iran, the ratio fell 
to 9.3%; last vear it went up to 
10.2%, and this year, the way 
imports are running, it looks as 
though the ratio will be about 
10.3%. In other words, over the 
past four years fluctuation has 
been within a range of 1% per- 
centage points, and the ratio of 
crude imports to domestic pro- 
duction east of the Rockies is 
lower for 1953 than it was in 1950. 


The ratio varies by months, of 
course. Certain periods of the 
year normally see larger amounts 
of imports coming in to meet sea- 
sonal or local conditions. In for- 
mulating its national oil policy, 
the National Petroleum Council 
recognized that circumstances 
were bound to vary where im- 
ports are concerned. Most other 
oil groups have also recognized 
this fact. For example, taking 
the A. P. I.-published Swearingen 
study which I referred to a few 
moments ago, it appears that at 
some time in the future the ratio 
of crude imports to domestic pro- 
duction may very likely have to 
rise. I repeat, however, that even 
with such a rise, if and when it 
does occur, the U. S. producer 
should find a ready market for all 
the liquid hydrocarbons that we 
can produce. 

Jersey’s own imports of crude 
oil in the past 12 months have 
actually been cut substantially. At 
this time in 1952, our domestic 
affiliates were importing about 
103,000 barrels of crude daily. To- 
day the figure is 83,000 barrels 
daily—a drop of 19%. And, at 
the present time, the ratio of 
Jersey’s crude imports to refinery 
runs is lower than it has been 
in any of the postwar years. 

As I am sure you all know, we 
in Jersey believe that imports 
play an important supplemental 
role to domestic production. On 
many occasions over the past 
years, Jersey spokesmen have 
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stated the view that such sup- 
plementation is consistent not only 
with the long-range preservation 
of national security, the interests 
of the American consumer and the 
sound growth of international 
trade but also with the welfare 
of the domestic industry. 

We still hold to those beliefs 
we have expressed many times 
before — that imports are valu- 
able and should be flexible, that 
a strong domestic industry is es- 
sential, and that the domestic in- 
dustry is strong. That imports are 
playing a supplementary role is 
evidenced, we feel, by the fact 
that the domestic industry set an 
all-time record for production in 
1951, topped it in 1952, set a new 
record in 1953, and will probably 
hit still another in 1954. 

With imports, as with so many 
other problems relating to our 
business, it is the long-range view 
that should be taken. Whether 
domestic production is up or down 
in any two or three months, or 
even in a single year as compared 
to another, is less significant than 
what the long-term trend shows 
is happening to the domestic in- 
dustry. Despite present worries, 
it is my belief that the U. S. oil 
industry is fundamentally healthy. 
Problems like the ones I’ve men- 
tioned, and others like rising 
costs, are not new to us. We have 
been meeting problems for a long 
time—and solving them. The 
present difficulties will, I firmly 
believe, be resolved. 

One thing I am sure about. We 
won’t go on topping peaks for- 
ever. For any commodity it is 
inevitable that there are going 
to be times when too much or too 
little of it is available. Valleys 
and peaks will continue to occur 
in the oil demand curve even 
though the long-term indications 
point to an overall trend upward. 
But though there may be declines, 
they should be looked at realisti- 
cally. Although both take you in 
the same direction, it is quite a 
different matter whether you step 
down a stair or fall down an ele- 
vator shaft. My only wonder is 
why one step down from perfec- 
tion is felt to be alarming. 

I hove I have made it clear that 
I am still bullish on the American 
oil industry. I am confident of its 
resilience and its ability. The only 
thing that gives me any qualm is 
the possibility that the industry 
may be talked into the very thing 
we don’t want to happen. If we 
persist in gloomy forebodings. if 
we keep proclaiming publicly that 
we are weakening, we may really 
get weak. Chronic pessimism 
isn’t good for any person or any 
business. As Scripture tells us: 
a" a broken spirit drieth up 
the bones.” 

I trust that we won’t persuade 
ourselves into a decline. I trust 
that we may see clearly that the 
recent temporary reductions in 
United States oil production are 
part of a pattern of economic ac- 
tivity generally, and that the pres- 
ent excess of petroleum produc- 
tive capacity over consumption is 
not peculiar to this country but 
is part of a global picture. Finally, 
I trust that we will continue to 
show the world that oilmen are 
tough, capable, and good servants 
of people everywhere. 


Oil & Gas Co. 


MADISON, N. J.—The Oil and 
Gas Company, 55 Green Village 
Road, is engaging in a securities 
business. Partners are Clinton 
Davidson, Clinton Davidson, Jr., 
Raymond E. Hartz, general part- 
ners; Charles D. Dewey, Jr., Don- 
ald F. Hyde, Kenneth L. Allen, 
Cummins Catherwood, Richard B. 
Jones, and Walter Sternberg, lim- 
ited partners. 


H. C. Reton Opens 


Henry C. Reton has opened of- 
fices at 165 Broadway, New York 
City, to conduct a securities busi- 
ness under the firm name of H.C. 
Reton & Co. 
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are taken into consideration there 
still exists a real dollar gap. This 
brings us to the trade, not aid, 
idea. 

I will admit that from this 
viewpoint there is a dollar gap 

. and I will say this—that it is 
a very fine measure of the things 
we have given our ne -ghbors 
across the ocean. And I will say 
further that their internal well- 
being, their standard of living or 
however you want to put it, has 
thereby been enhanced more 
greatly than had we made up this 
gap in goods imported from them. 
As we are wont to express it, they 
have had a bigger pie to divide. 

What am I saying! Am I play- 
ing right into the hands of the 
free trade? He says, that is pre- 
cisely what we are talking about. 
Why should we continue to pay 
taxes to give all tnese things 
away. From here on, let’s make 
them earn them. 


Well, gentlemen, if the dollar 
gap is so horribly undesirable we 
could close it very quickly and 
simply. All we have to do is cut 
off all foreign aid. This will au- 
tomatically terminate excess 
American exportation. However, 
I suggest no such drastic remedy. 
We are all in agreement, I am 
sure, that this country has a con- 
siacerable stake in the welfare of 
the other nations of the free world. 
We need them strong militarily to 
help resist the creeping wave of 
communism. And we need and 
want them healthy internally as 
an antidote to the Communist 
ideology. 

Now then, in recent years we 
have exported many billion dol- 
lars worth of goods, at the ex- 
pense of the American taxpayer 
and, I might say, with consider- 
able result. Part of this has been 
in an effort to help other nations 
rebuild their economies and their 
war ravaged industries. This has 
not been in vain. The production 
of Britain and Western Europe 
now averages about 140% of its 
level immediately prior to World 
War Il. Meanwhile the popula- 
tion has increased only 17%. So 
they should have a relatively 
larger pie to divide. 

The American taxpayer in re- 
cent years has learned a patience 
rivaling that of Job, but certainly 
we can forgive him if he does not 
subscribe to the idea that he 
should go on forever sending part 
of his earnings abroad with no 
tangible return. The time seems 
to be approaching, and some think 
it may already be here, when 
Europe should be able to stand 
on her own feet. 


However, very properly, as 
Europe has recovered economi- 
cally our aid has shifted more 
predominantly into the military 
category. In other Words, the 
bulk of the money we are now 
spending abroad is to*Build mili- 
tary, rather than eeonomic 
strength. Now, if we,are propos- 
ing to replace military aid with 
domestic trade, we shall be de- 
feating our purpose. If we want 
a billion dollars worth of military 
preparedness in some foreign 
country, the only way I can see 
that we can be sure of getting 
it is to put it over there. We can- 
not simply buy a billion dollars 
worth of yard goods or tuna fish 
and hope that the retipient coun- 
try will put those dollars into 
guns. After all, they are only 
human, and I certain':’ could not 
blame them if they. preferred to 
put those dollars into butter. 

So if we must continue to build 
military strength abroad we must 
of necessity do it.the way we 
have been doing it..And further, 
I might add, is that.not the only 
fair way? Is it not more fair—to 
spread the burden among our 160 
million people rather than throw- 


A Gradual 


ing it upon certain sez~™ents of 
labor and industry” 


Tariff Reduction Not 
Advisable 


another fl< 
argument which I 
to touch upon. Most 
proponents of the trade. not aid 
philosophy, while concerned with 
enhancing foreign economies, are 
rightly concerned with effects 
upon our own economy. They 
recognize that a sudden throwing 
down of trade barrier: at our 
shores would have a devastating 
effect uvon certain industries and, 
residually upon the overall econ- 
omy. So they suggest we adopt a 
policy of gradual tariff reduction. 
Some say let’s do it over ten years 
—some say over 20 years. 

Now then, IF foreign nations 
are suffering because of inability 
to sell in our markets .. . IF they 
need a shot in the arm .. . then 
for the life of me I co not see 
how spreading this shot over ten 
or twenty years would accomplish 
the purpose. Rather we should 
throw down all barriers immedi- 
ately. 

There are many other points 
which, in my opinion, are serious- 
ly open to question. Trere is the 
very great question or whether 
the simple expedient of opening 
our markets would hare any sig- 
nificant beneficial effect on other 
nations in the face o: multiple 
other foreign economic ills and 
restrictions. That is complete 
subject in itself. 

Also a complete subject by it- 
self is the question as to whether 
in place of aid, there is an actual 
need for foreign nations to make 
further inroads uvon the Ameri- 
can market. I will admit that the 
American mass market is the most 
attractive in the world. But cer- 
tainly there are other markets. 

Already our friends across the 
ocean are recapturing markets 
which, of necessity, they lost, and 
we supplied, during World War 
II. This is particularly noticeable 
in the Western Hemis»ecre, but 
evident in other countries as well. 
In Argentina, for example, we 
supvlied 16% of their imports in 
1937, were supplying 45 in 1947, 
but by 1951 had dropped back -to 
23%. For the same years the fig- 
ures for Brazil are 25 up to 
€1%. and back to 42. In Tur- 
key, 15, 33 and 12. Tre figures 
for Japan are most striking of all, 
but I shall not quote them because 
I think we can allow the existence 
of special conditions in that case. 

In any event. it apnea’s that the 
free nations have goo! markets 
outside the United States. Fur- 
thermore, in my opinion, they 
would do well to copy wus in stimu- 
lating their own domestic markets 
by placing more spenda>»le income 
in the hands of their populations. 
A million men with a dollar each 
are a greater force in the market- 
place than one man wit a million 
dollars. 

So these are the questionables 
on the one side of the coin—and 
I will summarize mere!v by say- 
ing that there are certainly many 
grave doubts as to whether reduc- 
tion or elimination United 
States import duties yuld sig- 
nificantly benefit friendly nations 
or further our intern ynal ob- 
jectives. 


There is the 
free trade 


would like 


Hazards in Tariff Reduction 


Now, I should like flip the 
coin over and exami briefly 
some of the possible « yrobable 
hazards to our own economy. 

Here again. no one re®ilyv knows 
what would happen. We can find 
potentials, but it is harder to find 
actuals. We can estimate with 
fair accuracy the effect upon cer- 
tain isolated items or dustries, 
but it becomes well nigh impossi- 
ble to trace the ultimate effects 















through the complex pattern of 
our economy. 

The other day, for example, we 
took the annual dollar value of 
all the products we in Dow Chem- 
ical make that are subject to im- 
port duties. Then we reduced this 
figure by the amount of duty that 
would apply—in other words, we 
reduced our selling price by the 
amount of the duty on the number 
of pounds we sell. And we found 
out that on this assumption our 
profits would be completely wiped 


out.. In fact we came out in the 
red. And incidentally, another 
chemical company recently ar- 


rived at an almost identical con- 
clusion. 


Now we can set this against the 


wages we pay and find that in 
order to maintain our profit we 
would have to reduce our total 


labor bill by more than 50%. I 
don’t know whether we fire half 
of our employees or simply cut all 
their waces in half. 

The obvious fallacy in this is 
that it assumes that foreign indus- 


try weuld be ready, willing and 
able to enter our markets with 
sufficient quantities of all these 


items ac at prices represented by 
the tariff differentials. 

This, of course, would presum- 
ably not be the case. So we can- 
not sav. “This is what would hap- 
pen to us.’ We can only say, 
“This is what could happen to us.” 

But. gentlemen, I can assure you 
that this is a sufficiently ugly po- 
tential that we in Dow Chemical 
are not inclined to regard free 
trade agitation with a light heart. 

Dr. Howard Piquet, Senior 
Specialist in International Eco- 
nomics for the Library of Con- 
gress, has written a book on the 
increased inflow of foreign goods 
under free trade from a standpoint 
of probabilities rather than possi- 
bilities. There seems to be more 
than a small doubt as to what his 
findings mean. 

However, during the tariff panel 
of the National Industrial Confer- 
ence Board last spring one mem- 
ber of the panel addressing Dr. 
Piquet said. “Your book leaves the 
impression that a lot of people 
would hurt and no one would 


ne 


be benefited.” And Dr. Piquet re- 
plied, “If that is the impression, 
I shoul e happy, for I fear that 


the greater danger is that I shall 


be accused of being a ‘free 
trader’ 

In spite of the many effects 
which don’t know for sure, 
there ; a few things which we 
know be fact. We know, for 
example. that foreign labor. in 
general. is low paid in comparison 
with American labor. Their mon- 
etary wages, with exceptions in 


both directions, average 20 to 25% 


of those for similar jobs in this 
countr\ . and their real wages 
are likewise lower though not so 
drastically so 


We know that in isolated in- 


stances we excel in technology or 
other advantages to a degree suf- 
ficient offset the wage differ- 
entice! PUT we also know 
that i: er instances (and this is 
true regard to chemical pro- 
ductior we have no such su- 
periorit 

Now the only conclusion I can 
draw here is that in those cases, 
on a ee trade basis. we shou'd 
be undersold in our own markets 
by foreign competitors. I believe 
the aidvccates of free trade admit 
this is a crobability but they come 
up with the pat answer that the 
workers us disnlaced can be ab- 
sorbed what they term “rela- 
tivel, re efficient” industries 

This is a credible theory 
except / one fact—*uman beings 
somehe« efuse to become statis- 
tics. Y cannot u»root people 
with | idozer, load them on .a 
truck : trarsport them to some 
place that suits your convenience 
—at least not in a free and dem- 
ocratic society. 

If ve think displacement of 
labor is a small problem, ask 
John L.. Lewis. For ten years or 
more we have, pretty generally, 
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had a surplus of coal miners in 
this country as a result of in- 
creasing use of oil and gas in 
place of coal. Ten years is quite 
a period of time—yet somehow 
those coal miners don’t seem to 
move . and so today we find 
them working three days a week 
or sO as a means of spreading the 
work among them. 


Threat to Our Living Standards 


The only conclusion I can draw 
is that, one way or another, when 
we are faced with competition 
from people who are willing to 
work for one-fourth as much as 
we are—or even less—we shall 
inevitably downgrade the stand- 
ard of living of our own people. 
And to me, gentlemen, that will 
be importing depression. 

There is another consideration 
—one which I devoutly wish did 
not even enter the picture. But 
it does, and—if such a thing is 
possible — ever more importantly 
than the protection of our high 
standard of living. That consider- 
ation is defense. 

We are perhaps the most self 
sufficient of all nations of the 
world. And our military potency 
has been not one alone of capable 


fighting men, or of industrial 
genius and magnitude, but one 
also of being able to produce a 


maximum of essentials 
minimum of 
others. 

Modern war is a highly com- 
plex business with a phenomenal 
multiplicity of reguirements. What 
industry, gentlemen, is expend- 
able? What industry dare we al- 
low to slip away where it may 
be blockaded from us in time of 
need? Certainly not steel. Cer- 
tainly not chemicals or electronics. 
Movies, perhaps? 

Or am I wrong? I somehow 
hear some high military people 
reminding me that the excellence 
of our training films were a po- 
tent factor in converting shoe 
salesmen and lawyers, shall I 
say, into cavable fighting men ef- 
ficient in handling the complex 
weapons of modern warfare. 

I most naturally am concerned 
for the chemical industry. But I 
don’t think you can point the 
finger at any industry and say. 
“This is exnendable’’—either from 
a standpoint of military need or 
simple human charity. 

I do not mean to imply that the 
advocates of free trade ignore this 
important factor. They admit the 
necessity of protecting what they 
call “essential’’ industries al- 
though perhans we should not en- 
tirely agree as to what is and is 
not “essential.” They sav, in ef- 
fect, industries essential to de- 
fense must either be protected or 
“kept in constant readiness.” 

The protection I can under- 
stand, but I should like to know 
how you keep in “constant readi- 
ness” an industry which is closed 
down. 

During World War II we had 
the privilege of operating some 
rather important facilities for the 
government. With the armistice, 
some of these were closed down, 
and later reopened. And I can tell 
you that when you take a plant 
out of mothballs you don’t simply 
walk in and throw a switch. 

But there is another angle to 
this that has perhaps been over- 
looked. Arid again it is a human 
angle. I will admit that perhaps 
you can put a plant in moth balls 
and, if the need arises. get it into 
operation more quickly’ than 
starting from scratch — although 
factor of obsolescence keeps 
creeping into the picture. But, 
as Dr. Frank Simons so aptly ex- 
pressed it not long ago, you can’t 
mothball brains. 


with a 
dependence upon 


This is- a rapidly changing 
world . and if we are to keep 
pace we cannot afford to let our 


technolozy, our know-how, our 
investigative impetus slip beyond 
our reach. And I submit that the 
onl, iv we can keep it here 
and keep it advancing is to keep 


it actively engaged at home by 
permitting it to be profitable. 

Well, I have, of course, not be- 
gun to cover the waterfront— 
otherwise we should be here all 
night. I have not, for example, 
delved into the question of the 
extent to which, under free trade, 
American industry would be 
forced or encouraged to emigrate 
to other countries in order 
again to make itself competitive 
by combining American capital 
and know-how with the relatively 
cheaper foreign labor. Such moves 
would quite obviously not be ben- 
eficial to American labor and its 
purchasing power .. . nor would 
such facilities be likely to serve 
us well in the event of war. This 
possibility, again, could be a sep- 
arate subject, so vast are its im- 
plications. 

If I might summarize my re- 
marks to this point, I would say 
that I briefly tried to depict the 
free trade theory as a gamble of 
very poor odds—as a coin holding 
vague and doubtful benefits on 
the orie side and very grave dan- 
gers on the other. 

Now I always feel a man is a 
pretty poor sort if all he can do is 
get up and say, “This is no good” 
—without offering something con- 
structive, or at least positive, in 
return. So I would like to sum- 
marize very quickly some steps I 
think this nation should take. 

Probably it is safe to say that 
in our time such advantages in 
world trade as we hope to gain 
must come as a result of negotia- 
tion. We are not an imperialistic 
people. 

For this reason, I believe that a 
Reciprocal Trade Agreement pro- 
gram, properly safeguarded and 
soundly administered, offers best 
means whereby we may survive 
and prosper in the field of inter- 
national trade. 

As to what technical changes 
should be made in reciprocal trade 
legislation, that is a vast subject 
—one to which the President’s 
commission will devote many 
months of study. But I do feel 
strongly on a few points which 
seem to me of paramount impor- 
tance. They constitute my tenta- 
tive program, my personal opin- 
ion, and I offer them as such. 

First, I believe that the so- 
called most favored nation clause 
—a contradiction in terms, by the 
way—should be done away with, 
and that each trade agreement 
should be made bi-laterally and 
that its effect be limited to the 
nation with which the agreement 
is made. 

Next, I believe that in every in- 
stance the agreement should in- 
clude precautionary provisions to 
prevent a signatory nation from 
importing goods solely for trans- 
mittal to the United States when 
these goods are on the favored 
list with respect to that country. 

I believe the escape provisions 


in the present law should be 
broadened and their application 
made possible without the tre- 


mendous amount of red tape now 
involved. Also I believe the peril 
point provision in the Reciprocal 
Trade Agreement Act should be 
simplified and the burden of proof 
made less onerous. 

So far, this seems to be all take 
and no give, doesn’t it? 

Well, I also believe that certain 
tariff provisions are in order—for 
example, in the case of materials 
in which we have no domestic 
source of supply. I only ask that 
such revisions be made carefully, 
selectively and with the welfare 
of the American economy as the 
pervading yardstick. 

I believe also that some of our 
customs procedures should be fur- 
ther simplified to remove many 
nuisances and uncertainties that 
now tend to interfere with the 
free flow of commerce. 

Then, while there are admitted 


dangers in allowing tariff nego- 
tiations to become politically 
cominated, I believe we would 


be doing the free world a service 
if we used trade negotiation in 


such way as to encourage other 
nations to do away with various 
restrictive practices which now 
obstruct freedom of trade on a 
multilateral basis. 

Finally I would suggest that in 
order to accelerate the economic 
development of other nations we 
broaden our program of insurance 
of American investments abroad. 
This insurance might well cover 
expropriation, currency deprecia- 
tion and obtacles governments put 
in the way of profit remittances 
and capital withdrawals. This 
might be done privately or under 
government sponsorship. 

Perhaps I have sounded like an 
isolationist. I am not so old- 





(1955) 27 





fashioned as to view the United © 
States as a tidy little package 
aloof from the rest of the world. 

But of one thing I am certain. 
We have, in this country, built 
a way of life. It has been good 
enough that we should like to find 
some means of extending it to 
others. And it has been strong 
enough that those others already 
recognized it as the bulwark of 
the free world. 

It should, therefore, be not 
only our desire, but our duty to 


world society to protect that way 
of life at every turn. With all our 
imports, gentlemen, let us by all 
means not import depression. 
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Chicago & North Western 


Security markets are contrary 
things. While earnings were ad- 
vancing consistently to new peaks 
this summer railroad stocks were 
just as consistently going down. 
There were widespread fears of a 
possible sharp decline in earnings 
late this year and in 1954, based 
on expectations of a general re- 
cession in business. Many fol- 
lowers of railroad securities came 
to the conclusion finally that rail- 
road stocks would not regain pub- 
lic favor until we had experienced 
a recession in business and it was 
thoroughly demonstrated that 
railroad earning power would not 
disappear and the present highly 
conservative dividends would not 
be put in jeopardy. Most railroad 
analysts agreed that railroad earn- 
ing power would hold up well un- 
der any such recession as was 
being forecast by leading econ- 
omists. 

The confusing part of the whole 
picture is that business has now 
been going down for some time, 
and starting in September year- 
to-year earnings comparisons of 
the railroads as a whole have been 
unfavorable. Nevertheless, at just 
about the same time that earnings 
started down stocks started their 
recovery move. Measured by the 
Dow-Jones averages stocks have 
been advancing fairly consistently 
ever since the middle of Septem- 
ber. Moreover, in recent periods 
the railroads have again been out- 
performing the industrials on the 
up side. It is true that for the 
most part the strength has been in 
investment and semi-investment 
issues, but a few of the specula- 
tive stocks such as Baltimore & 
Ohio and Lehigh Valley have 
also participated to some extent. 

One of the stocks that has con- 
spicuously bucked the more favor- 
able market trend has been Chi- 
cago & North Western common. 
This stock has established a new 
1953 low in the past week or so, 
more than 40% below the year’s 
best price. The stock is one of the 
most highly leveraged stocks in 
existence and there had been some 
speculation in the shares earlier 
this year on the belief in many 
quarters that the road had finally 
turned the corner. There had been 
hopes of earnings of perhaps as 
high as $5.00 a share which, be- 
cause of the strong financial posi- 
tion and based on past experience, 
was expected to bring a sizable 
dividend payment. These hopes 
were dashed by a recent speech 
by Mr. Feucht, President of the 
road, in which it was stated that 
common dividends were not in 
sight. 

Chicago Western has 
had a hard time of it since the 
end of World War II. In three of 
the past four years the company 
has reported a deficit on the com- 
mon stock even before allowing 
for sinking and other reserve 
funds. There have been a number 
of factors contributing to this poor 
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performance, some basic and some 
of a temporary nature. The road 
does a large passenger business 
and the commuting service has 
been particularly costly to handle. 
It has an exceptionally short 
average haul on its freight and 
thus is burdened with unduly high 
terminal costs for which it gets 
no compensating rate division al- 
lowance. While some progress has 
been made in eliminating milage 
the road still operates a substan- 
tial amount of low density branch 
lines. Finally, it is periodically hit 
by severe winter weather condi- 
tions. 

This year the company had the 
advantage of an unusually mild 
winter. The influence on operating 
efficiency of a comprehensive 
dieselization program was begin- 
ning to be felt. The company se- 
cured important passenger fare 
relief. The outlook for grain in the 
road’s area was good. The final 
crops, while not as early esti- 
mates, did turn out well but a 
large part of the outturn is re- 
maining on the farms. Reflecting 
the favorable weather, the im- 
provement in operating efficiency, 
a change in top mangement poli- 
cies, and generally good business, 
earnings comparisons until recent- 
ly were favorable. In September, 
however, net income declined 
more than 50%, wiping out a good 
part of the cumulative gain of the 
earlier months. With the grain 
outlook still uncertain and an 
earlier seasonal stoppage of iron 
ore this year than last, it nowe 
appears that the company is not 
likely to do more than cover the 
preferred dividend requirement 
after sinking and other reserve 
funds in 1953. 


-_ 


Boston Investm’t Club 
To Hold Dinner Meet’g 


BOSTON, Mass.—The next din- 
ner meeting of the Boston Invest- 
ment Club 
will be held 
Monday, Nov. 
23, at 5:00 p.m. 
at the Boston 
Yacht Club 

Principal 
speaker will 
be Walter 
Maynard, 
partnerand 
analyst for 
Shearson, 
Hammill & 
Co. Mr. May- 
nard is a past 
president ot! Walter Maynard 
the Associa- 
tion of Stock Exchange Firms. His 
topic will be “Straight Thinking 
on 1954 Security Markets.” 





Carmen Ginnel Opens 


MONTAUK, N. Y. — Carmen 
Ginnel is engaging in a securities 
business from offices here. 
































2B (1956) 

















By JOHN 


Securities Salesman’s Corner 
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This—You Can Believe! 


Experience has definitely prov- 
en to me (and to many others) 
that if you will work constructive- 
ly day after day that you will 
build up a backlog of business that 
must eventually repay you for the 
effort expended. This will prove 
out if you give it a fair trial. No 
matter how slow business may be 
for a while, if you will meet 
people who are possible customers 
in the future, the “licks” that you 
put in during the days when you 
seem to be making little progress 
will repay you for your efforts if 
you will work along sound lines. 


Calls Won't Do It 

Several times I have _ heard 
salesmen talk about the law of 
averages, and they have told me 
that they didn’t think they would 
work in the investment business. I 
agree with them if they are like 
the fellow who was complaining 
about dull business and his boss 
said, “How many calls did you 
make last week?” He _ replied, 
“EFighty-three.” His employer then 
asked, ““‘How many people did you 
talk with?” The salesman an- 
swered “Three—but I made eighty 
other calls.” You can’t build good 
will, make friends with people, 
and lay the groundwork for future 
business just by making a lot of 
calls. You have to _ interview 
Qualified Prospects. 


And How About Leads? 

{t is a very easy thing for any- 
one to be glib about prospecting. 
Years ago when I started out in 
this business in New Orleans I was 
hard hit for prospects. The firm 
for whom I worked had a very 
couservative clientele and most of 
the business was done by several 
of the partners and one of two 
saiesmen who had been with this 
organization for a long while. 
They wanted to expand their sales 
organization so they hired a hard- 
boiled salesmanager who had had 
New York experience with one of 
the large underwriting houses. 
He didn’t think that he had to do 
avy advertising—not in those 
days. So several of the new sales- 
men (including yours truly) were 
walking around in circles trying 
to find people who might buy se- 
curities. In addition, most of the 
Jacger accounts were already tied 
up by the partners as house ac- 
counts, or by the older salesmen. 

One day, after several months of 
discouraging hard work which 
consisted mostly of calling on the 
wrong people (people who were 
mot investors) I went to the sales- 
manager and I asked him where 
I could find some good prospects. 
He took me to the window, and 
pointed out to the thousands of 
stores and homes that stretched 
for miles along the crescent 
shaped Mississippi and he said, 
“Out there.” I didn't say anything 
then but if that were said to me 
today, I'd tell him where to go. 

it is a short sighted firm that 
doesn’t work out a good advertis- 
ing program to reduce leads for its 
sales force. Good men need the 
material to work on and they can’t 
dig it all up themselves. Money 
spent on a planned advertising 
program its money in the bank if 
you have the manpower to back 
it up. 


Leads—Are a Door Opener 

No matter what kind of lead 
you acquire—whether it is a re- 
quest for information regarding 
conservative investments, or a 
specific security, or for assistance 
fegarding any investment problem 


—at least you know when you 
make that call that you have 
Seme Qualified Interest I have 





personally taken ten leads, from 
a newspaper advertisements that 
offered a very conservative in- 
vestment program. I made one 
substantial sale of Mutual Funds 
from the ten ads. But in addition, 
I found that four more of those 
who replied were actually inter- 
ested in special situations. I 
opened accounts with these four 
people within 60 days just by tele- 
phoning them several times and 
getting better acquainted; then 
when an attractive speculative 
new issue came along they bought 
it. The ad found five people who 
were prospects, and even though 
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it was slanted to produce only in- 
vestment leads, four out of the 
five prospects were speculators. 
Incidentally, many people think 
they are investors but they want 
quick profits. Sorting them out 
comes with experience. 

But the point that I would like 
to emphasize is this—eall on peo- 
ple who can invest—if not teday, 
then tomorrow. Don’t waste your 
effort ringing door-bells just to 
make calls. These calls that open 
the door for you today, if you 
make a good first impression and 
win the good will and confidence 
of your prospect, can definitely be 
turned into sales. But you. can’t do 
it if you don’t have the leads, and 
you must know how to make the 
calls, sell yourself, analyze the 
customer’s investment tendencies, 
and then capitalize on opportu- 
nity. 

That’s the prescription—and it 
will produce business—this, you 
can believe! 


Observations... 





continuous observation by the Commission. . . . It is on the basis 
of this knowledge and experience of the Commission that the 
proposed amendments were formulated”). 

In any event, it would seem appropriate that the Commission 
before actually putting into effect changes in the proxy machinery, 
hold hearings for the airing of competent views on both the spe- 
cific and broad issues involved. 


A Dissenting Opinion 


Meanwhile, to illustrate prevalent difference in viewpoint 
toward the SEC’s proposals, we include the following communi- 
cation. The writer is an attorney who has conducted an abortive 
anti-management foray. (Publication of this communication does 
not imply this column’s or the “Chronicle’s” agreement or dis- 
agreement with the views expressed.) 

DEAR MR. MAY: 

Your recent timely Observations on the recent important 
SEC proposals for changes in the matter of proxy solicitations 
leads me to submit these additional thoughts on this important 
matter. 

The Securities and Exchange Commission was established 
to protect investors and to aid security holders in dealing 
with their companies. 

Now, however, the Commission announces proposed 
amendments which would obstruct, limit and often absolutely 
prevent the presentation of stockholder proposals. 


(1) Importantly, it now intends to let companies refuse 
to print proposals if by the laws of their domicile, stock- 
holders “would not be entitled to have action taken thereon.” 

The inadequacy of state laws, especially as to rights of 
small stockholders, has always been recognized. 

This amendment is a “joker,” which would practically 
abolish stockholder proposals because state laws do not pro- 







management to show that the proposal would not be a proper 
one. This appears appropriate since the management has at its 
command the facilities and resources to sustain the burden in 
appropriate cases. This proposed amendment is intended to 
state more explicitly than the present rule the standard of 
eligibility to be applied. 

“The proposed amendments would thus place a limit 
which is both reasonable and consistent with the laws of the 
state of incorporation upon the submission by a stockholder of 
resolutions which fall within the province of the management 
in the conduct of the ordinary business operations of the com- 
pany. It is in this field more than any other that the problem 
has assumed burdensome proportions. 


More Time for Consideration 

‘The lengthening of the thirty-day period to sixty days 
is intended to serve a dual purpose. In the first place, it 
would afford the management an opportunity to give more 
adequate consideration to the stockholder’s proposals in many 
instances. In many cases the board of directors meets only 
once a month. Therefore, when a proposal is submitted im- 
mediately following such a meeting, the thirty-day period 
would have virtually expired by the time of the next meeting. 
Also, the Commission, under the proposed amendments, would 
have more time to consider the eligibility of the proposal in 
light of the requirements of state law. Secondly, the amended 
rule by requiring the management to submit its objections to 
the security holder at least twenty days prior to the filing 
of preliminary proxy material affords the security holder an 
opportunity which he frequently does not have under the 
present rule to consider and perhaps act upon the position 
of the management. 

“Criticism of the proposed revisions to Item 7 is primarily 
directed to the paragraphs relating to indebtedness of officers 
and directors and to options granted or exercised. Both you 
and Mr. Rothschild, whose letter you quote, appear to take 
issue with the increase in the amount of indebtedness to be 
disclosed from the former $1,000 figure to “$30,000.” However, 
Instruction 2 provides that the paragraph does not apply to 
any person whose aggregate indebtedness did not exceed 
$20,000 or 1% of the issuer’s total assets, whichever is less, 
from which is to be excluded indebtedness for purchases 
subject to usual trade terms, for ordinary travel and expense 
allowances and for other transactions in the ordinary course 
of business. The proposed revision is intended to bring the 
proxy rule requirement into line with the Commission’s 
general requirements, which have been in effect for many 
years, regarding disclosure of such matters in financial state- 
ments filed with the Commission. (See the Instructions to 
Schedule II of Rule 5-04 of Regulation S-X.) In so far as the 
proposed $30,000 figure for options granted or exercised is 
concerned, it was suggested, in order to eliminate immaterial 
transactions, that the test for disclosure concerning options be 
similar to the test applied in requiring disclosure of direct 
remuneration. This suggestion was deemed sufficiently worthy 
of consideration by the public to warrant its release for com- 
ment. 

“The Operation of the proxy rules is under continuous 
observation by the Commission. Not only does the staff 
review all proxy material filed but all proposals involving 
differences of opinion between the management and the stock- 
holder are presented to the Commission for its consideration. 
In this way the Commission is fully advised as to the problems 
which arise under the rule. It is on the basis of this knowl- 
edge and experience of the Commission that the proposed 
amendments were formulated. 

“In accordance with our usual procedures, definitive 
action will not be taken on the proposed amendments until 
after a careful study of all comments and suggestions re- 
ceived, including expressions such as yours, which come to 
our attention. I appreciate your interest and trust you will 
feel free to submit any further comments you may have in 
regard to these proposals.” 

While several 


statements in this communication 


Reynolds Group Sell 


vide for action on stockholder requests and recommendations 
generally; but only permit voting upon narrowly limited cor- 
porate procedures. 

It is an abuse for the SEC thus to reverse the legislative 
policy of its creation, and to abandon its power of regulation 
by limiting stockholders by present and future state laws not 
designed for their benefit. 


(2) The Commission suggests that hereafter stockholder 
proposals need not be printed in the proxy statement if “re- 
lating to the conduct of the ordinary business” of the company. 

So regardless of what mismanagement exists, what ex- 
orbitant salaries and bonuses are being paid, what money 
has been used by officers for “entertainment” or other trans- 
gressions, stockholders are to be denied this important facility 
for publicly criticising management and bringing forward 
their protests if these abuses arise from the “conduct of the 
Ordinary business.” 

The Commission probably did not realize that this amend- 
ment might often help conceal the wrongdoing of corporate 
officials. 

(3) The Commission proposes that hereafter companies 
need not print in the proxy statement the names and addresses 
of the stockholders making the stockholder proposals. 

Publicity is essential to democratic functioning. Freedom 
of communication between stockholders is an essential right. 
A stockholder who makes a proposal must be able to hear 
promptly and directly from all other holders and without 
disclosure to management. No substitute for this right of 
direct communication is possible. 

Its suggestion of compelling stockholders to resort to 
management to learn the names and addresses of proposing 
stockholders creates an obstruction again showing that the 
Commission has forgotten its duty to aid stockholders. 


(4) The Commission should not adopt intended amend- 
ments to restrict stockholders further for long periods in 
resubmitting former proposals. 


In addition to other objections to such stifling of stock- 
holder inter-communication, the present system of computing 
the percentages of votes cast for proposals is misleading and 
improper, because the companies are permitted to count 
non-voters as voting in the negative. 


To correct a present evil, the Commission should (a) 
adopt a new form of proxy whereby the voting on stockholder 
proposals is separated from the voting for directors; (b) pro- 
hibit management from using corporate funds, which are 
stockholders’ funds, to solicit against stockholder proposals, 
especially from hiring paid agents. 

LEONARD KLABER 
New York City 
November 15, 1953. 
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the basis of such ownership the 


from the 
Chairman create some doubt as to the extent of the Commission’s 
endorsement of the proposals (“received from many sources .. . 
merely released by the Commission for comment”), on balance 
it does seemingly convey the impression that they are the Com- 
mission’s “baby” (“The operation of the proxy rules is under 


Storer Broadcasting 
Stock at $14 a Share 


An underwriting group headed 
by Reynolds & Co. on Nov. 17 
offering 200,000 shares of $1 par 
value common stock of Storer 
Broadcasting Co. at $14 per share. 
This offering was oversubscribed 
and the books closed. These shares 
are being sold tur the account of 
selling stockholders and no pro- 
ceeds from the sale will accrue to 
the company. 

The company has agreed to 
make applications for the listing 
of all of its outstanding common 
stock on the American Stock Ex- 
change and the Midwest Stock 
Exchange. 

Storer Broadcasting Company, 
directly or through subsidiaries, 
Owns and operates seven standard 


company is the largest indepen- 
dent (as distinguished from net- 
work) radio and television broad- 
casting owner and operator in the 
United States. 

The company has three wholly- 
owned operating subsidiaries; 
namely, Birmingham Broadcasting 
Company, San Antonio Broad- 
casting Company and The Florida 
Sun Publishing Company. The 
Florida subsidiary owns and pub- 
lishes a daily newspaper in Miami 
Beach. Storer also owns 95° of 
the capital stock of Television del 
Caribe, S. A., which holds a 
license to construct a television 
station servicing Havana, Cuba. 
Construction already is underway 
and it is anticipated that the sta- 
tion will begin telecasting about 
Jan. 1, 1954. 












Volume 178 Number 5274...The Commercial and Financial Chronicle 





NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


| AND BANKERS 





The election of DeCoursey 
Fales as a Director of The Public 
National Bank 
and Trust 
Company of 
New York 
was a Nn- 
mounced on 
Nov. 12, by E. 
Chester Ger- 
ssten, Presi- 
‘dent. Mr. Fales 
is President 
sand Trustee of 
"The Bank for 
Savings in the 
City of New 
York, and Di- 
rector of Fi- 
delity - Phenix 
Fire Insurance Company and 
Architects Samples Corporation. 
% 


Shareholders of Chemical Bank 
& Trust Company, New York, at 
sa special meeting on Nov. 12 ap- 
proved a stock dividend of 10% 
as proposed by the directors on 
Oct. 22. 

N. Baxter Jackson, Chairman, 
sannounced that the distribution 
‘will be made on Dec. 9 at the 
rate of one share on each 10 
-Shares held of record Nov. 25. In- 
stead of fractional shares, cash 
‘will be paid on the basis of the 
«closing bid price for Chemical 
Bank stock on Dec. 3. Details of 
the plan were given in the Oct. 29 
issue of the “Chronicle,” page 
1642. 

“The payment of a stock divi- 
edend at this time follows Chemi- 
cal’s long-standing pattern of in- 
«creasing its capital out of retained 
<earnings to meet the needs of 
growing business,’ Mr. Jackson 
‘said, “and, at the same time, in- 
ecrease the annual return on the 
-shareholders’ investment.” 
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DeCoursey Fales 
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Irving Trust Company, New 
York, announced on Nov. 17 that 
Edwin A. Heard has been elected 
san Assistant Vice-President and 
-James E. Ness was elected an As- 
sistant Secretary. 

Mr. Heard, formerly an Assist- 
sant Secretary, came to the Irving 
4n 1947. He is in the Bank In- 
vestment Department. 

Mr. Ness, a member of the Trust 
Investment Department, came to 
the Irving in 1948 after consider- 
sable previous experience in in- 


westment work. 
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Howard J. Lang of Hamilton, 
@Ont., has been elected a Director 
-of The Canadian Bank of Com- 
wmerce, New York. 


ve 
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The annual dinner of the Union 
Dime Club was held on Nov. 10. 
“The club, which celebrated its 20th 
-anniversary this year, is the em- 
ployees organization of Union 
Dime Savings Bank, New York. 

J. Wilbur Lewis was the speaker 
cand presented awards for the best 
suggestions of the year made by 
members of the staff. George R. 
Force was Chairman of the Sug- 
‘gestion Committee. 

M. Bernard Cooke, outgoing 
President of the Union Dime Club, 
gresided at the dinner. 


A new office of East River 
‘Savings Bank, 55 John Street at 
the corner of Dutch Street, is 
sscheduled to open for business on 
Monday, Dec. 14. A week-long 
‘celebration is planned, with gifts 
for visitors and special premiums 
for those opening savings accounts 
during opening week. 

Simultaneously with the open- 
ing of the John Street office, East 
River will transfer to its main of- 
fice 26 Cortlandt Street, all ac- 








counts now located at its 291 
Broadway office, which was for 
some years the main office of the 
bank, 
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The Hanover Bank, New York 
on Nov. 17 declared a stock divi- 
dend of 124%2% payable Feb. 15, 
1954 to holders of record Jan. 2, 
1954 and the regular $1 quarterly 
dividend payable Jan. 2, 1954 to 
holders of record Dec. 14, 1953. 

Stockholders will be asked at 
the annual meeting on Jan. 20, 
1954 to authorize an increase in 
the Banks capital from $24,000,- 
000 to $27,000,000. 
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At a regular meeting of the 
Board of Directors of The National 
City Bank of New York held on 
Nov. 17, William G. Gridley was 
appointed an Assistant Vice-Pres- 
ident and Frank W. Malloy was 
appointed a Manager. 

Mr. Gridley Formerly Manager 


, of the Bank’s 14th Street Branch, 


will be associated with the newly 
planned 46th Street Branch at 
Park Avenue, scheduled to open 
early next year and which will be 
under the supervision of Donald 
M. Blodget, Vice-President. 

Mr. Malloy, who was formerly 
Assistant Manager at East Mid- 
town Branch, will be assigned to 
the Bank’s 14th Street Branch. 
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A quarter century of service 
with The County Trust Company, 
in White Plains, N. Y. was com- 
pleted on Nov. 10 by its President, 
Dr. Joseph E. Hughes. 

Dr. Hughes began his banking 
career as an organizer of The First 
National Bank of North Tarry- 
town in 1926 and traces his pres- 
ent affiliation back to 1928 when 
he became Director and Vice- 
President of The Washington 
Irving Trust Company, in Tarry- 
town, which merged with The 
County Trust Company in 1947. 

In 1934 Dr. Hughes was elected 
President of the Washington Ir- 
ving institution and continued in 
that position after the merger. 

Otto Salveson, Assistant Vice- 
President and Auditor of The 
County Trust Company in White 
Plains, also completed 25 years of 
service on Nov. 15. 

% % “ 

Rhode Island Hospital Trust 
Company, Providence, R. I., has 
absorbed The Phenix National 
Bank of Providence, R. L, effec- 
tive Oct. 30. 


* 


et 


Directors of the Morristown 
Trust Company, Morristown, N. J. 
voted on Nov. 13 a stock dividend 
of one share for each 22 held of 
record by stockholders at the close 
of business on Nov. 16. Payment 
of the dividend, which was fore- 
shadowed by stockholders ap- 
proval at a special meeting last 
month, will be made on Dec. 8. 

Following the directors’ action, 
Edward M. Barnes, Vice-Presi- 
dent, said that each of the bank’s 
stockholders will receive by mail 
on or about Dec. 8, stock certifi- 
cates for the number of any full 
shares and scrip certificates for 
the amount of any fractional in- 
terests to which he is entitled by 
reason of the dividend. Holders 
of scrip certificates representing 
fractional interests may either buy 
additional fractions to make up 
a full share, or sell their frac- 
tional certificates, before Jan. 15, 
1954, Mr. Barnes said. He ex- 
plained that after 12 noon on that 
day the scrip certificates will be 
void. 

To assist holders of fractional 
interests in so consolidating scrip 
certificates, directors of the bank 


have appointed Donald E. Kyle, 
Assistant Secretary, as intermedi- 
ary who will receive orders for 
the purchase or sale of fractional 
interests without brokerage cost 
to stockholders. Mr. Kyle will not 
act with respect to purchase or 
sale of full shares, 


The stock dividend will result in 
an increase of the bank’s capital 
stock account from $880,000 to 
$920,000, the increase being effect- 
ed through the transfer of $40,000 
from undivided profits to capital 


stock. 
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Directors of Jenkintown Bank & 
Trust Company, Philadelphia, Pa., 
recently announced the election 
of Richard W. Havens as Presi- 
dent and Chief Executive Offi- 
cer. Mr. Havens, now associated 
with The Electric Storage Battery 
Company as staff economist and 
financial advisor, is well known in 
banking circles. He assumes his 
new duties Dec. 3. 


At the same meeting, Warren T. 
Locker, former President, was 
elevated to Chairman of _ the 
Jenkintown Bank’s board of di- 
rectors. 


Former President Locker’s new 
position will release him from di- 
rect operating responsibility in 
order that he may devote his time 
to assisting the bank in expand- 
ing its activities. Mr. Locker was 
appointed Executive Vice-Presi- 
dent in 1941. He was elected 
President in 1949. 
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The Central Trust Company, 
Altoona, Pa., will have the formal 
opening of its new branch office 
at 908-910 Logan Boulevard on 
Nov. 21. 
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Montgomery Trust Company 
and Norristown-Penn Trust Com- 
pany, Norristown, Pa., merged as 
of the close of business on Oct. 30, 
under the charter of Montgomery 
Trust Company and new title 
Montgomery Norristown Bank 
and Trust Company. 

The Union National Bank of 
of Summerville, Pa., with common 
capital stock of $50,000 went into 
voluntary liquidation on Oct. 31 
and was absorbed by Brookville 
Bank and Trust Company, Brook- 


ville, Pa. 
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The common capital stock of 
The Citizens National Bank & 
Trust Company of Piqua, Ohio, 
was increased effective Nov. 4 
from $200,000 to $300,000 by sale 
of new stock. 

* Me 

Directors of the Harris Trust 
and Savings Bank, Chicago, IIL. at 
their regular meeting authorized 
the transfer of $2,000,000 from un- 
divided profits to surplus. Mark 
A. Brown, President, pointed out 
that this will bring the Chicago 
bank’s surplus account to $18,- 
000,000. With capital of $12,000,- 
000 and undivided profits of $5,- 
746,272, this will make the total 
capital funds of the Harris Trust 
$35,746,272. The transfer is to 
take effect immediately. 
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Max L. Baughman has been 
elected an Assistant Vice-Presi- 
dent of La Salle National Bank. 
Chicago, Ill., it was announced on 
Nov. 12 by John C. Wright, Presi- 
dent. 
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The promotion of four mem- 
bers of the staff of First National 
Bank in St. Louis was announced 
on Nov. 6 by William A. McDon- 
nell, President. 

Edw. C. Anderson and Leonard 
J. Schrewe were advanced from 
Assistant Vice-Presidents to Vice- 
Presidents of the bank. Harold G. 
Kuhlman, correspondent bank de- 
partment representative, and Jef- 
ferson L. Miller, new business de- 
partment representative, were 
named Assistant Cashiers. 

Mr. Anderson, who is a native 
St. Louisan, began his business 
career in 1918 with St. Louis 
Union Trust Company. The fol- 


lowing year he joined the staff 


of First National Bank in St. 
Louis where he served with the 
auditing and personal loan depart- 
ments. He became a member of 
the new business department, in 
1946 and was elected an Assistant 
Cashier of the bank in 1947. He 
was advanced to Assistant Vice- 
President in the new business de- 
partment in 1949. 


Mr. Schrewe, who represents 
First National in Missouri, started 
work with the First National Bank 
in 1925 as an office boy. He was 
appointed a special representa- 
tive of the bank in Missouri in 
1946 and was elected an Assistant 
Cashier soon thereafter. He be- 
came an Assistant Vice-President 
in 1948. 
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The Board of Directors of The 
Hamilton National Bank, Chatta- 
nooga, Tenn. announces the elec- 
tion at its regular meeting on 
Wednesday Nov. 4, of Mr. Howard 
P. Preston as Chairman of the 
Board. 
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Thomas R. Preston, Chairman 
of the Board of the Hamilton Na- 
tional Bank, Chattanooga, Tenn., 
died on Oct. 13. 


% 
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The First National Bank of Gal- 
veston, Texas increased its com- 
mon capital stock from $200,000 
to $300,000 by sale of new stock 
effective Nov. 4. 

Directors of California Bank, Los 
Angeles, Calif., recently elected 
J. L. McElney, of San Francisco, 
to be an Assistant Vice-President 
of the bank, according to an an- 
nouncement by Frank L. King, 
President. 


Elected to Assistant Cashiers 
were: Max B. Horn, Head Office; 
N. R. McGrew, Main Office; J. J. 
Lovett, Sixth and Grand Office; 
and Wallace E. Frazier, W. T. Har- 
rison, and W. Tamblyn, all of 
Market & Produce Office. 


Mr. King also announced the 
election to Assistant Secretaries of 
J. G. Tropea, Beverly Hills Office; 
and Leighton B. Tuck and F. G. 
Sheehy, Head Office. 
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Directors of California Trust 
Company, Los Angeles, Calif., 
wholly owned affiliate of Cali- 
fornia Bank, recently’ elected 
Sumner Slater and Lyston G. Jaco, 
Jr., Trust Officers, and E. P. Duval 
and William Russell Assistant Sec- 
retaries. 


Formerly Trust Officer of the 
Omaha National Bank, Omaha, 
Neb., Mr. Slater joined the trust 
company in September, 1953. 


Trust Officer Jaco has been with 
California Trust Company since 
1949 and was elected Assistant 
Secretary in September, 1952, and 
Assistant Trust Officer the fol- 
lowing December. 

Assistant Secretary E. P. Duval 
came with the trust company in 


July, 1952. 
Assistant Secretary William 
Russell entered the employ of 


California Trust Company in 1948. 
He was formerly on the staff of 
the Trust Department, Income Tax 
Division, of the Continental Illi- 
nois National Bank & Trust Com- 
pany, Chicago, for 19 years. 
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The Anglo California National 
Bank of San Francisco, Calif. will 
enter Stockton in the near future, 
it was announced on Nov. 13 by 
Paul E. Hoover, President. 

The bank has acquired a central 
location in downtown Stockton 
and will erect an outstanding 
building for its Stockton home as 
soon as plans can be completed. 
Meanwhile, for temporary quar- 
ters, the bank in the near future 
will occupy the building at 230 
North California Street, between 
East Channel and East Miner 
Streets, next to the Santa Fe bus 
depot. Mr. Hoover said. 

Anglo bank’s permanent Stock- 
ton office will be located on the 
north side of East Weber Avenue 
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between North California ang 
North American Streets. 


The Stockton office will bring 
the number of Anglo’s offices in 
Northern and Central California 
to 35 and the number of com- 
munities served to 20. 
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Directors of Seeurity-First Na- 
tional Bank, Los Angeles, Calif. 
on Nov. 17 approved proposals te 
split the bank’s stock two-for-one 
and to increase its capital $7,500,- 
000 by a 25% stock dividend. 
George M. Wallace, Chairman 
the Board stated. ; 


The proposals will be submitted 
for stockholders’ approval at the 
annual meeting to be held on Jan. 
12, 1954. 


The stock split will change the 
par value per share from the pres- 
ent $25 to $12.50. The stock divi- 
dend will result in the issuance of 
600,000 additional shares of the 
$12.50 par value stock. 


This will mean that on the ef- 
fective date, about Feb. 10 stock- 
holders will have the number of 
their shares increased in the ratio 
of two and one-half shares of the 
new $12.50 par value stock for 
each share of the $25 stock owned. 


When approved the  bank’s 
capital will be $37,500,000. ad 


Directors of Union Bank & 
Trust Co. of Los Angeles, Calif. 
at their November meeting, de- 
clared a stock dividend of 5,000 
common shares, to be distributed 
Jan. 4, 1954, to shareholders of 
record Dec. 16, according to Ben 
R. Meyer, Chairman of the Board. 
This is equal to one new share 
for each 17 now held. Scrip certif- 
icates will be issued for fractional 
shares. 


The result of the distribution of 
the stock dividend will be an in- 
crease of $250,000 in capital by a 
transfer from surplus. Conecur- 
rent with this distribution, the di- 
rectors authorized the transfer of 
$500,000 from undivided profits to 
surplus, resulting in a net increase 
of $250,000 in surplus and in an 
increase in the total of capital and 
surplus from $10,000,000 to $10,- 
500,000. 
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The First National Bank ef 
Kirkland, Wash., with common 
capital stock of $260,000 went into 
voluntary liquidation, effective 
Sept. 26 and was absorbed by The 
National Bank of Commerce ef 
Seattle, Wash. 


Bridgeport Brass Stk. . 
Offer Underwritten 


Bridgeport Brass Co. is offering 
holders of its common stock rights 
to subscribe for 240,672 additional 
shares of $5 par value common 
stock at $21.50 per share on the 
basis of one new share for each 
four shares held of record Nov. 
17, 1953. 

Transferable warrants expire at 
3:30 p.m. (EST) on Dec. 2, 1953. 

Hornblower & Weeks and Stone 
& Webster Securities Corp. jointly 
head an underwriting group which 
will purchase any unsubscribed 
shares. 

Proceeds of the sale will be 
used by the company for working 
capital and capital expenditures. 

Bridgeport Brass manufactures 


brass, copper, bronze and other 
non-ferrous metal alloys into 
sheet, wire, road and tube. Its 


fabricating division produces va- 
rious articles including valves, 
aerosol pressure-packaged con- 
tainers, flashlight tubes, fittings. 
etc. During 1952 and the first 
nine months of 1953 approxi- 
mately 89% of the company’s sales 
were derived from mill products 
and the remainder from fabricated 
products. 

For the nine months ended Sep? 
30, 1953, Bridgeport Brass Co. hae 
net sales of $110,390,000, and net 
income of $4,422,000, equal to 
$4.63 per common share. 
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Southern California Edison Company 


Southern California Edison, with current revenues of $137 
million, is one of the most rapidly growing utilities, gross having 
increased 140% in the past decade. Net earnings have been some- 
what variable, due to occasional droughts (which affect the com- 
pany’s predominantly hydro-electric operations) and special 
charge-offs for a frequency change during 1945-48 and for plant 
subsidence costs in 1950-51. 

Favored by good water conditions in 1952, share earnings 
reached $3.27, the best since 1929-30. However, this year’s earn- 
ings have been declining rapidly due to the severe drought which 
has affected both the San Joaquin River and the Colorado River 
watersheds. For the 12 months ended September only $2.57 a share 
was reported compared with $3.04 in the previous period, and 
the quarter’s earnings were 74¢ vs. 98¢. Part of the decline was, 
however, due to the larger number of shares outstanding, par- 
ticularly as the company does not use the device of “average 
shares” in its earnings statement; the company sold 500,000 shares 
at 37%, in January this year. 

The company serves 79 cities and over 150 smaller communi- 
ties and outlying rural territories, with a population estimated at 
about 3,192,000. The largest cities served are Long Beach (popula- 
tion 250,000) and Santa Monica (71,000), and a number of others 
have populations in excess of 25,000. The territory includes large 
areas devoted to farming, truck farming and fruit growing, much 
of which is made possible by irrigation. Industrial activity is 
well diversified. Although many of the company’s industrial 
customers are major users of electric energy, the revenue for the 
calendar year 1951 derived from the largest single industrial cus- 
tomer accounted for approximately 1% of the company’s total 
electric revenue, and the 10 largest industrial customers together 
accounted for approximately 5.8% of such revenue. 

In 1952 about two-thirds of the company’s output was hydro 
and one-third steam. Over half of the hydro output was supplied 
from the Hoover Dam under a contract with the Federal govern- 
ment. This year, of course, the proportion of hydro power will be 
smaller. In March and June this year two new steam units were 
scheduled to begin operation with a total effective capacity of 
about 250,000 kw. President Mullendore stated in October “while 
production from the hydro-electric plants is somewhat better than 
earlier estimates, and in spite of some indications of a tapering-off 
from the present high level of industrial activities, all available 
steam capacity will be used and the purchase of some additional 
power will be needed to carry the load during the peak hours 
for the remaining months of the year.” He forecast that results 
for the full year 1953 will be “markedly lower per common share 
outstanding than in any year since 1948.” 

In the calendar year 1952 it is estimated that Southern Cali- 
fornia Edison earned about 5.7% on the average rate base. How- 
ever, these earnings were relatively high due to the very favorable 
water conditions. The company on December 16, 1952 called the 
attention of the California Public Utilities Commission to the 
“upward spiral in taxes, wages and prices and a relatively greater 
proportion of the more expensive steam generation,” all of which 
were believed to foreshadow a continuing decline in the rate of 
return on the company’s rate base. The company asked for an 
increase in rates sufficient to yield $16 million. 

This amount, after allowance for income taxes, would be 
equivalent to about $1.24 a share on the common stock. Assuming 
that earnings for the calendar year 1953 may drop to below $2.50, 
the increase if allowed in full might raise the earnings to around 
$3.60, it is estimated. In 1952 the Commission allowed Pacific 
Gas & Electric an increase approximating $33 million. Hence it 
appears likely that at least a portion of Southern California 
Edison’s requested increase will be allowed. Mr. Mullendore has 
stated a few weeks ago that the rate proceedings “are not pro- 
gressing as rapidly as we had hoped, and it now looks as though 
no benefits could be derived from increases in rates before April 
or May, 1954.” 

Share earnings have been stated above on the basis of actual 
shares outstanding. However, it should be noted that there are 
two issues of convertible preference stock outstanding—the 4.48% 
and 4.56% series—with a combined 1,422,000 shares outstanding 
as of recent date. Conversion of these issues would, of course, 
dilute the common stock earnings, possibly to the extent of about 
20¢ a share. 

The common stock has been selling around 361% 
$2 to yield 542%. ss 
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Henry J. Keiper Opens 
Own Firm In NYC 


Henry J. Keiper has formed 
H. J. Keiper & Co. with offices 
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New York 


business. Mr. Keiper has been in 
Wall Street for many years. 


David M. Shayne Joins 
Hemphill, Noyes & Co. 


(Special to THe FINANCIAL CHRONICLE) 

BEVERLY HILLS, Calif.— 
David M. Shayne has become as- 
sociated with Hemphill, Noyes & 
Co., 9478 Santa Monica Boulevard. 
Mr. Shayne was formerly Vice- 
President of Cantor, Fitzgerald & 
Co., Inc., with headquarters 
Beverly Hills. 
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Honest Money, Stable Price 
Level and Healthy Economy 


level. 
that 


as- 


is to stabilize the price 

Does the Treasury assume 
it can do that? Does it 
sume that the Federal Reserve 
authorities can and will do it? 
Does the Treasury contention 
mean that the President has di- 
rected the Treasury and Federal 
Reserve authorities to act together 
in a manner that will provide a 
stable price level? Have the Fed- 
eral Reserve authorities adopted 
the policy of attempting to stabil- 
ize the price level on the theory 
that this would be in accordance 
with sound principle? How does 
the much advertised restored in- 
dependence of the Federal Re- 
serve System fit into this policy 
—have the Federal Reserve au- 
thorities, after all, again subjected 
themselves to Presidential and 
Treasury policy? 

If the Board of Governors of the 
Federal Reserve System is now 
taking the position that the ma- 
chinery of that System should be 
employed to stabilize the price 
level, regardless of the readjust- 
ments needed if we are to move 
toward peacetime economic equi- 
librium, then we are confronted 
with the fact that the Board is fol- 
lowing a policy declared by the 
Board and 66 monetary economists 
in 1939 to be unsound. 

On March 13, 1939, the Board 
issued a statement, available in 
the Federal Reserve Bulletin ot 
April, 1939, pp. 255-259, in which 
it said, among other things: “Ex- 
perience has shown .. . that (1) 
prices cannot be controlled by 
changes in the amount and cost 
of money; (2) the Board’s control 
of the amount of money is not 
complete and cannot be made 
complete; (3) a steady average of 
prices does not necessarily result 
in lasting prosperity; and (4) a 
steady level of average prices is 
not nearly as important to the 
people as a fair relationship be- 
tween the prices of the commodi- 
ties which they produce and those 
which they buy” (p. 255). 

Said the Board further, pp. 256- 
258: “There have been times when 
the amount of money and prices 
have changed together; but usu- 
ally they have not. When they 
have moved together this may 
have been due to the fact that it 
takes more money to do the same 
amount of business when prices 
are high than when they are low. 

“Whether prices and the volume 
of money do or do not move to- 
gether depends on many other 
conditions, such as weather and 
the size of harvests, inventions, 
foreign trade, government spend- 
ing, taxes, wages, and the generel 
attitude of business. When people 
are venturesome and expect good 
times, they lay in supplies and this 
tends to raise prices. When people 
are discouraged and expect things 
to go badly, they tighten their 
belts and buy as little as possible. 
The demand for goods declines 
and prices fall. Usually other 
things have a greater influence on 
prices than has the amount of 
money. 

“Neither do prices depend on 
the cost of money. This also has 
been shown by the experience of 
the last 10 years. . During this 
period when the cost of money 
was so drastically cut, prices went 
down by about one-fourth. 

“In view of these facts the 
Board finds it impossible to be- 
lieve that prices can be controlled 
by changes in the volume and cost 
of money. 

a . The Federal Reserve Sys- 
tem, furthermore, does not and 
cannot have complete control of 
the amount of money and its 
use. 

Currency is not the most 
important item in our business 
life. and the Federal Reserve Sys- 


tem supplies at all times the 


currency the public de- 


that 
mands. a 
Federal Reserve System 
to it that banks have 
enough reserves to make money 
available to commerce, industry, 
and agriculture at low rates; but 
it cannot make the commercial 
banks use these reserves, it can- 
not make the people borrow, and 
it cannot make the public spend 
the deposits that result when the 
banks do make loans and invest- 
ments. 


“The 
can see 


; Even if the amount of 
money did determine prices and 
even if the Federal Reserve Sys- 
tem could determine the amount 
of money, experience shows that 
steady prices would not neces- 
sarily mean prosperity. 

“It is true that violent changes 
in prices are harmful. A very 
rapid rise in prices results in spec- 
ulation, in accumulation of inven- 
tories and in unsound undertak- 
ings, which later result in a col- 
lapse with falling prices, failing 
business, and general distress. 

“But that does not mean that 
lasting prosperity is assured when 
prices are steady. We had fairly 
steady prices from 1921 to 1929; 
but during that period there was 
developing a speculative situation 
which led to the collapse in 1929. 

While prices are stable, de- 
structive forces may be at work 
that lead to panic and disaster. 
To require the Board to be guided 
in its policies entirely or princi- 
pally be changes in the level of 
prices would prevent it at times 
from doing its best to serve the 
public interest.” 

Said the Board still further, 
pp. 258-259: “One reason why 
steady average prices do not as- 
sure prosperity is that the aver- 
age can be steady while prices of 
some of the commodities that 
make it up change violently. Peo- 
ple are more interested in the re- 
lation between the prices of what 
they produce and sell and the 
prices of what they buy and use 
than in the general price level. 
P Even the ability of people 
to pay their debts does not depend 
so much on the average level of 
prices as upon the amount by 
which their net income exceeds 
their living expenses. 

“A steady average of prices, 
furthermore, may cover up sharp 
movements in prices of important 
commodities upon which large 
sections of the country depend. 
For example, from March to Sep- 
tember 1937, while the average of 
wholesale prices was steady, grains 
declined by 19% and cotton by 
38%. . P 

“An attempt to maintain a 
steady average of prices would 
run into serious difficulty in years 
when prices of some commodities 
were forced up by drought, arma- 
ment demand, or other things be- 
yond the control of the monetary 
authority. Differences be- 
tween price movements of raw 
materials and finished products 
were, in fact, an important reason 
of the turn down in business in 
1937.” 


“The Board believes that an or- 
der by Congress to the Board or 
to any other agency of Congress 
to bring about and maintain a 
given average of prices would 
not assist but would hinder ef- 
forts to stabilize business condi- 
tions. It would hinder, because 
the price average frequently would 
indicate a policy that would work 
against rather than for stability. 
Such an order would also raise in 
the public mind hopes and expec- 
tations that could not be realized.” 

On April 10, 1939, sixty-six 
monetary economists issued a 
statement in which they said that 
“The Board’s statement is in har- 
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mony with 
nomic principles and with 
facts of monetary history. 

It is the business of monetary 
economists, if scientists. to ascer- 
tain and to adhere to vaiid prin- 
ciples. And these are not re- 
stricted in their application to a 
few years, or a decade, or a gen- 
eration. 

The question arises as to why 
the Treasury is now advocating a 
policy apparently in conflict with 
such a weighty collection of opin- 
ions the validity of which can 
easily be verified by a study of 
the pertinent evidence. 


eco- 
the 


A Stable Price Level and a Sound 
Money Are Not the Same 
Things 

A stable price level is simply 
a stable index of a selected list 
of prices. A sound money involves 
other considerations. An index of 
prices is a mathematical abstrac- 
tion which provides no guidance 
as to whether the dispersions and 
lack of harmony in prices are 
small or great. As an example of 
this fact, the economic maladjust- 
ments became so great under the 
cover of a relatively steady index 
of wholesale prices during the 
period of 1923-1929 that this na- 
tion was finally carried into the 
economic recession beginning in 
1929. The lesson involved in that 
experience was so painful that we 
should not foreget or ignore it 
even if two decades have since 
elapsed. The events of 1923-1932 
and the soundness of our money 
during that period involved dif- 
ferent considerations. In so far as 
currency was concerned, it was 
the improper use of credit, and 
defective Federal Reserve policies, 
rather than the quality of our 
money, that revealed unsoundness 
during that period. 

The unsoundness and danger 
inherent in the announced policy 
of present Treasury officials to 
Stabilize the price level, resting on 
an erroneous implication that a 
stable price level means an honest 
and sound dollar, are also re- 
vealed in more recent events. On 
Oct. 22, 1933, President Roosevelt 
announced the same policy basi- 
cally as that now being pro- 
pounded by our top Treasury of- 
ficials. The only difference is that 
President Roosevelt proposed to 
stabilize the price level after it 
had been “restored’—which was 
commonly interpreted in official 
circles then to mean to the level 
of 1926 — whereas the Treasury 
officials today propose to maintain 
the present price level. Said Pres- 
ident Roosevelt on Oct. 22, 1933: 
“When we have restored the price 
level, we shall seek to establish 
and maintain a dollar which will 
not change its purchasing and 
debt-paying power during the 
succeeding generation.” Said Sec- 
retary of the Treasury Humphrey 
on Aug. 3, 1953: “By ‘honest 
money’ we mean money that will 
buy as much next week, next 
month and next year it will 
buy today.” The proposed “sound 
dollar” of President Roosevelt 
and that of Secretary Humphrey 
are basically the same. 

Under the so-called ‘sound dol- 
lar’ of the New and Fair Deals, 
the index of industrial production 
suffered in 1937-1938, the sharpest 
12-month drop on record and, by 
March, 1951, the purchasing power 
of our dollar, in terms of the in- 
dex of wholesale prices, reached 
the lowest level ever attained 
after the institution of the Federal 
Reserve System in 1914. Both 
those experiences occurred un- 
der a “managed” irredeemable 
currency of the type now being 
offered our people by our top 
Treasury officials as a “sound and 
honest” money. 
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The current announcements of 
monetary policy imply that our 
people are to receive something 
different from what antedated the 
present Administration in so far as 
an honest and s« d dollar is con- 
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cerned. But the evidence dis- 
proves the accuracy of such im- 
plication: (1) The Treasury pro- 
poses to continue with our system 
of irredeemable currency, and (2) 
if a stable price level means a 
sound and honest dollar then our 
dollar has been very sound since 
December. 1950, for the reason 
that the index of wholesale prices 
since that date has been remark- 
ably steady—no monthly deviation 
from the average (112.9) exceed- 
ing 3.6 points. As a consequence, 
the issue of a sound dollar, by 
Treasury definition, does not ex- 
ist; it is fictitious and has been 
fictitious since December, 1950. 

In the light of current Treasury 
statements. candid dealing with 
our people during the political 
campaign of 1952 would have re- 
quired the Republicans to say that 
the Fair Dealers had given our 
people a sound and honest money 
and that the Republicans pro- 
posed to continue their variety of 
currency. In the political cam- 
paign of 1932, candidate Roosevelt 
stated repeatedly that he would 
uphold the Democratic Party Plat- 
form which promised “A sound 
currency to be preserved at all 
hazards.” After being installed as 
President. he plunged our people 
into an irredeemable currency and 
devalued our standard dollar. In 
the campaign of 1952, the Repub- 
licans ran on a Platform which 
promised redeemable currency: 
after being installed, they launch 
a program to continue the irre- 
deemable currency of the New 
and Fair Deals, and state that by 
an honest and sound dollar they 
mean a stable price level. 

An honest and sound money in- 
volves a standard metallic dollar 
of fixed weight and fineness with 
all substitute money redeemable 
in it at the statutory rate. Credit, 
as a major part of our currency 
system, is sound and honest if it 
is automatically self-liquidating. 

A sound and honest money pro- 
vides a fixed standard of value; 
it serves as a medium of exchange 
and as a storehouse of value; part 
of it serves as reserves against 
bank deposits. Credit is a super- 
structure resting upon the metallic 
monetary standard and money. 
Prices and the price level are the 
results of all the forces of supply 
and demand operating over vari- 
ous periods of time. It is impor- 
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tant that a sound and honest 
money not be confused with a 
stable price level or with any 


price ievel. 

Our money is neither sound nor 
honest. We have, domestically, an 
irredecmable currency; and there 
is no valid process of reasoning 
by which irredeemable bills of 
credit can be correctly labeled 
“sound and honest.” An _irre- 
deemable currency is proof of 
moral or fiscal bankruptcy on the 
part of the issuers. In this coun- 
try the bankruptcy is moral be- 
cause our gold supply. in the light 
of experience, should easily per- 
mit the ordinary processes of re- 
demptio: 


The Proper End to Be Sought Is a 
Healthy Economy; That In- 
volves a Sound Currency, 
Free Markets, and Economic 
Equilibrium 

To try to enforce a stable price 


level on the theory that it will 
contribute to economic health is to 
attempt to convert what should 
be a natural result of a healthy 
economic balance into a causal 
factor. Such action is analogous 
to the artificial stabilization of a 


thermometer on the assumption 
that therefore the temperature it- 


self will be stable. 
Simil: to seize upon “full 
employment” as the, or a, basic 


aim of central policy is to confuse 
what should be one possible mani- 
festation of a healthy state of eco- 


nomic affairs with what can be 
made to exist under conditions of 
serious economic and social mal- 


adjustment. “Full employment” 


can be made to exist by entering 
a war. by the acts of a totalitarian 
government, by the absence of 
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capital and the prevalence of pov- 
erty. The only good full employ- 
ment, like the only good price 
level, is that which fiows natu- 
rally from a high devree of eco- 
nomic equilibrium —the state of 
affairs wnicn brings the highest 
degree of well-being to all con- 
cerned. 

The proper end to be sought by 
government is economic equilib- 
rium (dynamic, not static) in 
which the factors in production 
and the forces in consumption, ex- 
change, and distribution of in- 
come reach the best possible bal- 
ance considering the natural 
resources, intelligence, capital 
equipment, and government of a 
nation. The degree of equilibrium 
attained and attainable is always 
a relative thing falling short of 
perfection. Perfect equilibrium, 
like the idea of perfection in any- 
thing, belongs to the reaim of 
concept; but such a concept, as a 
standard for measurement, is a 
necessary and valuable tool in 
scientific analysis. 

The best means of moving to- 
ward economic equilibrium is pro- 
vided by free and fair competition 
operating in free markets with a 
sound currency. Under such con- 
ditions the results flow from the 
combined judgments of all —the 
many millions of people—who ex- 
change their goods and services 
for money and their money for 
goods and services. The resulting 
prices and activity in production, 
consumption, exchange, distribu- 
tion, saving, and investment, by 
the nature of things, are objec- 
tive and therefore correct be- 
cause they flow from the com- 
bined judgments of those directly 
involved. A different judgment, 
coming from government officials 
with power to enforce their wills, 
is subjective and arbitrary in na- 
ture. Government action based 
upon subjective, and therefore ar- 
bitrary, standards provides a case 
of government dictatorship. The 
essence of dictatorship is the 
power to enforce one’s will arising 
from subjective judgment. 


In those areas in which free and 
fair competition cannot or will not 
operate in the public interest, as, 
for example, in cases of monopoly, 
provision of parks and libraries, 
conservation of natural resources, 
matters of health, catastrophe, and 
so on. government intervention is 
both justifiable and desirable. But 
wherever free and fair competi- 
tion can operate, it should be en- 
couraged to do so because it yields 
the onlv objective standards of 
value available in the economic 
world. It is these standards that 
are employed in correct regulation 
of monopolies, in objective ap- 
praisal of the wisdom of govern- 


ment activities falling in areas 
outside those of private enter- 


prise, and in correct estimates of 
the advantages and disadvantages 
of such political and economic 
systems as Socialism, Communism, 
and Fascism. 

An irredeemable currency, mon- 
etized Federal debt, and artifi- 
cially low interest rates as tools 
of government dictatorship, con- 
tribute to economic disequilib- 
rium, not equilibrium. They are 
distorting factors because they 
contain inherent defects not found 
in a metallic and redeemable 
money and in the interest rates 
determined in free markets in 
terms of a sound currency. 

We have departed far from the 
principles which, if pursued, vield 
the greatest economic good to the 
people of a nation. Our govern- 
ment has forced on our people, as 
a basic tool, an irredeemable cur- 


rency. It is a distorting and dis- 
turbing factor—a subtle. and ul- 
timately deadly, drug. It is a tool 


used by bankrupt and totalitariar 
governments. It a means by 
which a government frees itself 
of effective control by the people 
whose purse and currency it uses 
and manipulates to control them 
—by buying support, by redis- 
tributing the people’s income. 
Our government with the aid of 
our Federal Reserve authorities 
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has gone into the business of 
monetizing Federal debt — just a 
step removed from the issuance of 
fiat money and a companion in 
evil of our system of irredeem- 
able currency. Interest rates and 
prices are distorted by dictatorial 
methods. Profligate waste and 
spending on the part of the gov- 
ernment are some of the results. 

The originally proposed pro- 
gram of the present Administra- 
tion to market United States 
government securities outside 
banks and to bring to an end the 
New and Fair Deal practice of 
monetizing Federal debt through 
sales to banks quickly came to an 
end after a short experiment 
with an attempt to tap people’s 
savings through the sale of gov- 
ernment securities payable in ir- 
redeemable currency. Experienc- 
ing a relatively sharp rise in in- 
terest rates in connection with 
this experiment, monetization of 
the Federal debt was quickly re- 
sumed and the Federal Reserve 
banks have set new records in 
their holdings of United States 
government securities since the 
Republicans assumed office in 
Washington. On July 27, 1953, 
56 monetary economists pointed 
out that a prerequisite to a good 
government bond market outside 
banks was a redeemable currency, 
and they supplied good and ade- 
quate evidence to support their 
contention. The Treasury has not 
respected that evidence; but it 
has demonstrated the accuracy 
of the contention of those econo- 
mists by resorting to further 
monetization of Federal debt at 
artificially low interest rates after 
trying to sell some bonds outside 
banks in terms of an irredeemable 
currency. 

In short, the present Adminis- 
tration has run away from a bor- 
rowing program designed to tap 
the savings of the people in free 
markets in terms of a redeemable 
currency and is continuing with 
the unsound monetary and fiscal 
mechanism employed under the 
New and Fair Deals. 

Despite the praise, by anti-New 

and Fair Dealers, of the impor- 
tance and virtues of private en- 
terprise operating under condi- 
tions of free and fair competition 
in free markets, the major ele- 
ments of a governmentally-man- 
aged economy, brought into our 
midst by the New and Fair Deals, 
are being continued and fostered 
by the present Administration, 
both domestically and in our in- 
ternational relations. Pressure 
groups seeking subsidies and gov- 
ernment handouts in various 
forms in accordance with prac- 
tices invited by the New and Fair 
Deals are being accorded sub- 
stantially the same type of re- 
ception as that provided by the 
New and Fair Deals. 
This situation raises the ques- 
tion of whether the majority of 
the people of the United States 
have succumbed to such an extent 
to the enervating forces unleashed 
by the New and Fair Deal pa- 
ternalistic government programs 
that they have in fact become, 
and wish to be, a government- 
kept people. 

The fact that government price 
fixing, subsidies, maintenance of 
parity prices, and lending and 
give-away programs are depar- 
tures from the objective tests ol 
free markets and involve the 
subjective evaluations character- 
istic of government dictatorship 
is in high degree ignored today. 
Indeed, the elements which com- 
prise government dictatorship 
seem generally not to be under- 
stood in this country. Much of 
what is in nature dictatorship is 
widely and vigorously labeled 
“Liberalism” with the implication 
that what is in fact government 
dictatorship is socially beneficial 
The behavior of our pressure 
groups and the responsiveness, 
particularly since 1932. of our 
government officials to them have 
in effect put Treasury funds on 
an auction block. 





In some respects the new Ad- 
ministration has revealed marked 
superiority over the New and Fair 
Deal Administrations in respect 
to the protection of private enter- 
prise, the curbing of self-serving 
pressure groups, and the dissi- 
pation of Treasury funds. But 
fundamental changes have been of 
small extent or consequence, and, 
the major characteristics of New 
and Fair Dealism are now being 
continued under the banner of 
Republicanism — whatever that 
may mean. 


It probably makes little dif- 
ference in the end whether the 
drugs of irredeemable currency, 
continued monetization of Federal 
debt, and government dictator- 
ship in an almost endless variety 
of forms are administerd by a 
political party which is inten- 
tionally advancing a govern- 
mentally-managed economy or by 
one which professes belief in the 
virtues of private enterprise, free 
markets, and a central govern- 
ment of more restricted scope 
than that which has developed 
in this country during the last 
two decades but lacks the will 
to substitute good economics for 
what it apparently regards as 
necessary political expediency. 


It seems possible, and it may 
be probable, that our people have 
been so thoroughly demoralized 
by the statism of the New and 
Fair Deals that the majority of 
them are going to demand statism 
without understanding what it is. 
Strong evidence exists that the 
majority of our people may not 
comprehend the nature and im- 
portance of freedom, may fear it. 
and may not want it. Impressive 
evidence could be marshalled in 
support of a contention that an 
apparent majority of our people 
are demanding Socialism or a 
governmentally - managed econ- 
omy in some similar form, and 
are going to get it. The forces 
operating in this direction are 
many, subtle, and powerful. Pos- 
sibly, impressive evidence cowld 
also be marshalled in support of 
a contention, frequently advanced 
today, that the Republican Ad- 
ministration is not going to do 
anything effective to arrest this 
tide and is, in fact, keeping open 
the gates which lead to Socialism 
—the slow-fuse of Communism. 
The penetrating comment was 
made (by John Maynard Keynes 
in 1920, before he became a sup- 
porter of statism and irredeem- 
able currencies) that “perhaps it 
is historically true that no order 
of society ever perishes save by 
its own hand” and that the so- 
called capitalists “allow them- 
selves to be ruined and altogether 
undone by their own instruments. 
governments of their own making, 
and a press of which they are 
the proprietors.’ The _ possible 
applicability of that comment to 
us today would seem to be worthy 
of serious consideration. 


Some Requirements of Good 
Leadership in Government 
Today 


Many, possibly most, questions 
with which our government deals 
fall in technical areas in which 
specialists must work Over a pe- 
riod of many years if correct 
answers based upon the evidence 
are to be obtained. The field of 
money is of this type. 

To obtain correct answers to 
questions falling in technical 
areas it is necessary that the gov- 
ernment, if it is to provide good 
leadership, turn to the objective 
scientists in the fields involved. 
To call for a popular vote on the 
question of a monetary standard 
or monetary issues, or to send 
questionnaires on these matters 
to non-specialists, is not a de- 
fensible procedure. It is a well- 
established fact that if a people 
are subjected to the drug of ir- 
redeemable currency they, like 
those addicted to other drugs, 
will do all they can to retain it. 
This attitude characterizes prac- 
tically every group of people 
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whose members are not long and 
close students of monetary stand- 
ards and of people’s reactions to 
them under varying conditions. 
It also characterizes the attitude 
of those who wish to subject our 
people to Socialism, Communism, 
or government management in 
some similar form. 

For example, the notion appears 
to be widespread that because 
bankers deal in money they are 
as a consequence better than 
average students of monetary 
standards and, if consulted as a 
group, can and would provide the 
government and the general pub- 
lic with the correct answers in 
respect to the proper monetary 
standard for this nation. That 
notion clearly is not supported by 
the evidence. For one reason, 
banking procedures are one thing 
while specialization in the field 
of monetary standards and prin- 
ciples is something else. For 
another, the history of the advice 
given by the banking fraternity 
as a whole in respect to the de- 
sirability of an irredeemable cur- 
rency reveals that it has been al- 
most uniformly erroneous. 

There are bankers who are 
also good students of monetary 
standards and principles; but it 
may be doubted that they are 
more common than similar stu- 
dents in industrial fields. In 
this country, and abroad, the 
common — apparently uniform — 
practice has been for the ma- 
jority of the banking fraternity, 
after the people are plunged into 
irredeemable currency and de- 
velop the common reactions to 
the drug, to react as do the mass 
of people and to do all within 
their power to retain it. There 
is the additional consideration 
that in banking there are gains 
to be had from the use of an ir- 
redeemable currency which are 
not to be enjoyed by the mass 
of people. This is particularly 
true of our Federal Reserve banks 
which can issue promises to pay 
without being required to redeem 
them. 

If, therefore, our bankers should 
be surveyed for an opinion as to 
whether this country should con- 
tinue with its irredeemable cur- 
rency or provide for redemption, 
one should expect the majority 
vote to be in favor of irredeem- 
able currency. 

The survey of 558 bank offi- 
cials, conducted by the Bankers 
Monthly, with the results reported 
Sept. 21, 1953, provides a typical 
illustration of what past expe- 
rience should teach us to expect. 
According to the report, the vote . 
was 242 against resumption of 
redemption as compared with 222 
in support of a redeemable cur- 
rency. If that vote contains any 
surprise, it probably is in the 
relatively large size of the mi- 
nority vote—which suggests that 
perhaps a bigger percentage of 
our bankers, than in the past, 
have become students of the char- 
acteristics and implications of 
redeemable and irredeemable cur- 
rencies and have a keener sense 
of social responsibility than seems 
to have existed in earlier days 
—for example in the 1870's. 

The banking business, like the 
industrial field, has produced 
some outstanding men who have 


shown themselves to be good 
students of monetary standards. 
Though in the minority, these 


men are doing what they can to 
help to obtain a redeemable cur- 
rency for our people. The prob- 


lem here lies in whether our 
present government will recog- 
nize the auality of such leader- 


ship and rely upon it or whether 
it will be guided by a majority 
vote resting in part upon unin- 
formed and emotional desires of 
those benumbed by the drug of 
irredeemable currency and in part 
upon the contentions of those 
who, as in the case of Federal 
Reserve officials, have gained, 
under an irredeemable currency, 
special privilege without corre- 
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Honest Money, Stable Price 
Level and Healthy Economy 


aponding responsibility and are, 
perhaps unwittingly, endeavoring 
Ww preserve that improper status. 

Some members of Congress 
Wave proposed that a Monetary 
Commission be appointed to de- 
termine whether the United States 
whould have a redeemable cur- 
rency. This proposal might easily 
suggest that here is a case in 
which these members of Congress 
at least are disposed to obtain 
and to act upon the majority 
opinion of objective specialists. 
But the facts are otherwise ex- 
«aept perhaps in the case of new 
“<ongressmen. Congress has been 
fully supplied by such specialists 
with valid arguments and sup- 
porting evidence, since the sus- 
pension of redemption in March, 
1933, as to why this nation can 
have and should have a redeem- 
able currency. No commission 
«ould possibly be appointed which 
could produce in any reasonable 

‘period of time what those spe- 
<ialists have produced over a 
period of 20 years. But over those 
wears and up to date, our vari- 
@us Administrations and Con- 
g@resses have chosen to ignore 
those reliable data and recom- 
mendations because of the desire 
ef those officials to further a 
governmentally - managed econ- 
emy; and they have wanted the 
tool of irredeemable currency to 
«aid them in that enterprise. 

The proposal for a Monetary 
Commission is defective for two 
other reasons: (1) it can, and 
gnay, be a device, employed by 
those who wish to perpetuate 
jrredeemable currency, to delay 
-the institution of redemption, and 
(2) such a Commission could be 
so constituted that it would al- 
ynost surely produce the wrong 
answer — that is, recommend a 
continuation of irredeemable cur- 
rency. A commission composed of 
#utstanding men in various fields, 
but not specialists in monetary 
#tandards, could easily produce 
either result, and they could be 
<xpected to do just that. A com- 
snission eould be appointed, com- 
posed of certain types of spe- 
eialists in the field of money, who 
also would recommend irredeem- 
able currency; but they would 
«io so only because they are ad- 
.vocates of a high degree of gov- 
ernment management of our econ- 
omy or because they are Social- 
ists or Communists. Had the 
following group of Treasury spe- 
<ialists—real or implied—in the 
field of money been put on such 
a commission they surely would 
have recommended continuation 
of an irredeemable currency be- 
cause they supported and fur- 
thered it: Harry Dexter White, 
Frank Coe, Harold Glasser, Vic- 
tor Perlo, Irving Kaplan, Sol 
Adler, Abraham George Silver- 
gsnan, William Ludwig Ullmann. 
According to the report on Inter- 
locking Subversion in Govern- 
ament Departments by the Sub- 
«<ommittee to Investigate the Ad- 
ministration of Internal Security 
Act and Other Internal Security 
Laws, Committee on the Judici- 
ary, United States Senate, July 
30, 1953, p. 29: “All these persons 
were named by both Miss Bentley 
and Chambers as participants in 
the Communist conspiracy,” and 
all “were employees of the Treas- 
wry Department during part or 
all of the period studied by the 
subcommittee.” 

Apparently the best grounds for 
hope that the people of the United 
States may be freed from the drug 
of irredeemable currency are to 
be found in the introduction in 
Congress of the Reed, Hale. Hie- 
stand, and Bridges-Reece gold 
etandard and redeemable currency 


ills and in the promise of hear- 


ings on the Bridges-Reece bill 
when Congress convenes, 

If the present government is 
to provide the people of the 
United States with the leadership 
so badly needed, this Administra- 
tion will support the passage of 
a good gold standard and redeem- 
able currency bill. If it is the 
intent of the present government 
to foster and preserve human 
freedom and private enterprise 
and to steer this nation away 
from a governmentally-managed 
economy, then our government 
should provide our people with 
the type of money appropriate 
to such freedom. And that means 
a redeemable currency. Because 
of the vital importance of a re- 
deemable currency to the well- 
being of the people of a nation, 
there is probably no more cru- 
cial test of the quality of leader- 
ship to be provided by the present 
Administration and Congress than 
whether they will provide our 
people with a redeemable cur- 
rency—a sound and honest money. 


This Country Stands in Serious 
Need of the Benefits to Be 
Derived From a Redeemable 
Currency as We Face the 
Needed Economic Readjust- 
ments 


If peace should come and if our 
people can once more turn their 
thoughts, energies, and wealth to 
the pursuit of peaceful activities, 
the readjustments involved can 
be expected to be many and pos- 
sibly far-reaching. The so-called 
“prosperity” generated in high de- 
gree by activities in connection 
with World War II and the Ko- 
rean War, and the armament and 
related activities in preparation of 
further protection or war, has in- 
volved major maladjustments in 
our economy. Besides involving 
the blood and the waste of time 
and energy of many of our buys, 
it has rested in high degree on 
production for destruction, on 
profligate waste by our govern- 
ment, on lending and give-away 
programs of an unprecedentedly 
reckless government, on huge 
public and private debt, on a 
radically devalued and depreci- 
ated currency. 

The corrective readjustments 
needed are those to be found in 
releasing and cultivating all forces 
which tend to restore economic 
equilibrium. 

To assume that, as the necessary 
and proper corrective readjust- 
ments take place, the price level 
or employment can or should be 
kept at the same level as that 
prevailing under those conditions 
of economic and social maladjust- 
ments, is to fail to recognize the 
nature of, and necessity for, the 
corrective readjustments involved 
in a return to productive peace- 
time activities and to saner gov- 
ernmental procedures—monetary, 
fiscal, and otherwise. 


Good government leadership re- 
quires that the need for such cor- 
rective readjustments be ex- 
plained to our people; it does not 
warrant official statements to the 
effect that prices, employment, 
and productive activity can or 
should be kept at the levels or in 
substantially the same form as 
those that prevailed when they 
rested in high degree upon the 
maladjustments caused by war, 
waste, destruction the slaughter of 
human beings, irredeemable cur- 
rency, and monetized Federal 
debt. The Reserve Board’s state- 
ment of March 13, 1939, that 
“experience shows that steady 
prices would not necessarily mean 
prosperity” contains a fundamen- 
tal truth which present Treasury 
and Federal Reserve officials 


should respect and make clear to 
the general public. 


Technical 
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progress in peacetime, when ac- 
companied by increased efficiency 
and lower costs per unit, should 
lead to falling prices and greater 
real wealth for all, including those 
who save. When our Treasury of- 
ficials state that their purpose is 
to maintain a stable price level, 
presumably at the present level, 
they are in effect stating, without 
saying so, that they propose to 
freeze, if they can, the losses 
which savers and relatively fixed- 
income people have experienced 
up to date as a consequence of the 
decline in the purchasing power 
of our dollar. The losses in pur- 
chasing power on three classes 
only of the people’s savings and 
investments—on the average hold- 
ings of United States savings 
bonds, time deposits in all banks 
in the United States, and life in- 
surance policies for the period 
1945-1951—amounted to $123,068,- 
133.998, which is approximately 
65 times the loss of $1,901,000,000 
on bank deposits for the 13 years, 
1921-1933. Regardless of whether 
peacetime readjustments in the 
direction of economic equilibrium 
should bring a rising, falling, or 
stable price level, only the price 
level so produced would be sound; 
and such equilibrium comes only 
when the forces of supply and de- 
mand can operate competitively 
in free markets in times of peace 
and in terms of a redeemable cur- 
rency. 

A redeemable currency is a 
necessary, basic facilitating, and 
therefore a badly needed, instru- 
ment in the process of readjust- 
ment in the direction of economic 
equilibrium. Without it, a sound 
economy and good international 
relations cannot come into being. 
Under an irredeemable currency 
we experienced the longest de- 
pression in our history —that of 
1873-1879. And the persistence of 
heavy unemployment, 1933-1940, 
under an irredeemable currency 
should contain a valuable lesson 
for those who think that an irre- 
deemable currency insures full 
employment. 


Domestically, a gold standard 
and a redeemable currency are 
analogous to sound railway rails 
supporting the rolling stock. Such 
money provides a sound basis on 
which the rolling stock (paper 
money and credit) may perform 
its functions well if the managing 
personnel operate it properly. 


In international relations, no 
single instrument has compared or 
can compare with a good mone- 
tary standard and a redeemable 
currency in opening up foreign 
trade, travel, and investment. Real 
internationalism comes only with 
a gold standard and a redeemable 
currency. Perhaps one of the most 
outstanding commentaries on 
man’s intelligence in these so- 
called modern times is the preva- 
lence of much talk in favor of 
internationalism while it is blocked 
by the use of irredeemable cur- 
rencies and the attendant govern- 
ment management. A gold stand- 
ard and a redeemable currency 
are analogous to railways which 
cross international borders. 


The Benefits Commonly to Be 
Had From the Institution of a 
Redeemable Money 


The benefits commonly to be 
had from resumption of redemp- 
tion were well illustrated by our 
experience with resumption in 
1879 coming toward the end of the 
long economic depression of 1873- 
1879. Confidence in the currency 
was restored. Multiple quotations 
for our dollar disappeared. Busi- 
ness expanded as did the volume 
of money and bank deposits. 
Prices rose as business expanded. 
Gold flowed in from abroad, Our 
Treasury was swamped with or- 
ders, from our people and from 
abroad, for government securities. 
It was able to fund and refund its 
maturing or callable debt at lower 
interest rates than it had been 
compelled to pay under an irre- 
deemable currency. “To resume,” 
said Secretary of the Treasury, 
John Sherman, in 1879, “is to re- 
cover from illness, to escape dan- 


ger, to stand sound and healthy in 
the financial world, with our cur- 
rency based upon the intrinsic 
value of solid coin.” (John Sher- 
man’s Recollections of Forty 
Years in the House, Senate and 
Cabinet. The Werner Co., New 
York and Chicago, 1895, Vol. II, 
p. 704.) 

The institution of a redeemable 
currency means the adoption of an 
honest money. With the establish- 
ment of such a money, the Treas- 
ury and Federal Reserve banks 
would be required, in accordance 
with the standards of honesty ap- 
plicable to others, to redeem their 
bills of credit presented by our 
people. Their discrimination, aris- 
ing from the redemption of their 
bills of credit only when pre- 
sented by foreign central banks 
and governments, would be ended. 

An honest money invites confi- 
dence in the use of paper money 
and bank deposits and, con- 
sequently, an expansion of saving 
and investment. 

It invites the development of a 
good government bond market 
outside banks at rates of interest 
below those that would prevail 
under an irredeemable currency 
in the absence of debt monetiza- 
tion by banks. 

It opens the gates through 
which the ingenuity of private en- 
terprise can go to work to develop 
foreign trade, investment, and 
travel. Such a currency system 
requires that the government re- 
move its obstructive controls and 
frustrating interferences. The al- 
most endless parade of govern- 
ment planners and plans to de- 
velop foreign trade and private 
investment under irredeemable 
currencies and the related gov- 
ernment management and institu- 





tions could: come-to an end in so 
far as we are concerned, and the 
people involved could devote 
themselves to what should be 
more useful activities. 

Our adoption of a thorough- 
going gold standard and a redeem- 
able currency, at the present stat- 
utory rate of $35 per fine ounce 
of gold, which has prevailed since 
Jan. 31, 1934, should hasten the 
return of other nations to sound 
currencies because of what should 
be the obvious advantages gained 
by our people through the use of 
an honest and sound currency. 

Our adoption of a redeemable 
currency at the present statutory 
rate should constitute the most 
potent blow that could be de- 
livered, aside from the use of mil- 
itary force, against statism and 
in behalf of human freedom. 
Power to control the government's 
use of the people’s purse, which 
was taken from them with the in- 
troduction of irredeemable cur- 
rency in 1933, would be returned 
to them. That is where that power 
must reside if a people are to 
possess and to retain their proper 
freedom. That is where the power 
of the purse under our Constitu- 
tion was expected to reside. 

Redeemable currencies and hu- 
man freedom are natural compan- 
ions. Irredeemable currencies are 
the common companions of dicta- 
torships and of morally or fiscally 
bankrupt governments. Irredeem- 
able currencies are man’s monu- 
ments to his abuse and poor man- 
agement of credit resting upon 
gold and redeemable currencies— 


the currencies to which the peo- 
ple of the world attach the great- 
est value when they are free 
to choose. 
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“Humphrey’s Honest Dollar’’— 
A Reprieve From Evils of Cheap|Money 


ever, net property account has in- 
creased $33.2 billion. 


Finally, in March 1951, the then 
Secretary of the Treasury, John 
Snyder, under Mr. Truman, to- 
gether with the Federal Reserve 
Board, announced their historical 
accord. This accord in effect re- 
leased the Federal Reserve Sys- 
tem from artificially supporting 
in its entirety the cheap money 
policy, and stated as the objective 
the desire to prevent disorderly 
markets. Based on that policy, 
government bond prices began to 
decline and money as a commod- 
ity started to go up in price. It 
finally culminated in the very 
sharp drop of government bond 
prices the first six months this 
year which was the reflection of 
the tremendous demand for a 
product which was limited in sup- 
ply. The supply might have been 
greater had there been more in- 
centive for the nation to save in 
the preceding five to seven years, 
or had the price of the product 
been a little higher so that it 
would have been used more eco- 
nomically. In other words, there 
was not money enough to go 
around to everyone who wanted 
to borrow it without resorting to 
artificial means of increasing the 
supply. This would have started 
an inflationary price cycle of dan- 
gerous potentialities. Even with 
the increase in interest rates that 
has taken place, money today is 
less expensive than it was in the 
depths of the 1933 depression. 
How many other industries can 
say the same for their commodi- 
ties or services? 


Humphrey’s Honest Dollar 


Mr. Humphrey’s avowed policy 
objective is to stabilize the value 
of the dollar. This means prevent- 
ing any additional deterioration in 


its purchasing power as well as 
preventing deflation. Within lim- 
its, he hopes to hold the price 
level steady. During the last dec- 





ade, the dollar has lost about one- 
half of its purchasing power. This 
has penalized those folks who 
have saved and have been thrifty, 
whether in the form of savings 
accounts, insurance policies, or 
pension plans. It is interesting to 
note that individuals own $300 
billion of insurance, savings de- 
posits, bonds, mortgages, etc. They 
owe about $130 billion on home 
and farm mortgages, non-farm 
business borrowings, instalment 
and other consumer debt. This 
means that there are more people 
who suffer from inflation and low 
interest rates than benefit from 
it. Too many times there is over- 
emphasis on the desirability of a 
low rate of interest to someone 
who is borrowing without realiz- 
ing that that same person may 
have more at stake in his own 
savings of one kind or another. 

To accomplish Mr. Humphrey’s 
objective of an honest dollar, he 
likes to express his policy as be- 
ing built on “three pillars of 
sound money.” 


(1) To control the budget. This 
is basic but difficult because of 
advance commitments that had 
been previously made for which 
appropriations had been voted 
totaling $80 billion. In other 
words, there were orders outstand- 
ing that have to be paid when 
delivery is made totaling $80 bil- 
lion. 

To put it on an individual basis, 
it is the same as you having 
trouble with your family budget 
and telling your wife that she 


simply must economize oniy to 
find out that she has already 
made non-cancellable commit- 


ments for a new fur coat with 
accessories, and for the redecora- 
tion of your living room. The fur 
coat will be delivered and then 
the invoice will follow. So too 
the painters and decorators in 
the living room. Although she 


obeys you and stops spending, it 
may take a year to a year and a 
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half to pay for what already has 
been conimitted. 


Mr. Humphrey reports, how- 
ever, that he believes that he has 
now checked the trend so that 
starting with next year, there 
should be some decrease in the 
total budget barring unforeseen 
international developments. 


(2) It is necessary to control 
the debt both in total and in form. 
75% of the debt matures in 5 
years. This is unsound. As market 
conditions permit, he hopes to 
make use of longer term maturi- 
ties thereby removing some of the 
pressure from today’s money mar- 
ket. The national debt is about 
equal to the national income of 
the nation. In addition, the annual 
budget is not yet balanced and 
totals about 25% of the national 
income. Under those conditions, it 
is obvious that the maturing 
bonds will have to be refinanced 
rather than retired. To be prac- 
tical, the debt should be spread 
out over a longer period in order 
to allow some hope of at least 
retiring a part of each maturing 
issue. When you place a mortgage 
on your own home, you plan it so 
that you can meet the install- 
ments out of current income 
rather than by new loans. In a 
general way, that is what Mr. 
Humphrey is attempting to do in 
jengthening out the maturity 
structure of the government debt. 

(3) Finally, sound money calls 
for an independent Federal Re- 
serve System to operate as a cen- 
tral bank. The best way I can 
illustrate this last point is to call 
attention to the level of Central 
Bank rediscount rates that have 
een in effect in foreign countries 
during most of the postwar pe- 
riod; e.g., England — 4%; United 
States — 14%2%. Even today, the 
price of our money is lower than 
it was in the depth of the depres- 
eion of 1933. 

I wonder if I might be permit- 
ted just a little “plug” for the 
®anking industry. Many individu- 
als have concluded that the hon- 
est dollar means more profit for 
the banks. This does not neces- 
sarily follow. In fact, some bank- 
ers have been the most vehement 
in criticizing the government for 
permitting government bond pri- 
«es to drop as a result of this pol- 
icy. It is not comfortable to be a 
banker and see a 20% drop in de- 
posits and a rising demand for 
loans unless your government 
bond portfolio is managed with 
such contingencies in mind. I 
think it is obvious that a slight 
increase in the price of the com- 
modity does not make up for the 
decline in deposits which was 
evident this Spring. 

Personally, on a_ professional 
basis, 1 commend Mr. Humphrey’s 
objective of the honest dollar and 
the trend of financial policy 
which the Federal Reserve Sys- 
tem attempted to initiate in °47 
and °51 and as now in effect. In 
the long run, inflation is disas- 
trous to everyone. A dollar of 
stable purchasing power is better 
for everyone whether it is the 
man working for a salary, for 
hourly pay, or a return on his 
savings. Pensioners, life insurance 
beneficiaries, savings bank depos- 
itors, all have suffered a severe 
loss due to the monetary inflation 
of the past decade. Because of 
this inflation, there is a huge pub- 
lic debt to pay off which might 
have been much smaller if we had 
adopted Mr. Keynes’s philosophy 
in its entirety and permitted 
money as a commodity to be de- 
controlled in °46 along with the 
rest of the economy. 


Price & Co. Formed 

CAMDEN, N. J.—Price & Co., 
Inc. has been formed with offices 
at the Northeast corner of Broad- 
way and Market Street, to engage 
in a securities business. Matthew 
F. Van Istendal, Jr. is a principal 
of the firm. 
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The State of Trade and Industry 


that weekly production ever exceeded the two-million-ton level, 
it adds. 


While steel production is declining moderately, it was ex- 
pected to do so at this time, states “Steel.” In fact, there had been 
predictions that the decline would be even sharper than it is. 
Even though the biggest consumer of steel—the automobile in- 
dustry—expects its output in November to be approximately 25% 
below the October production, the major producers of steel are 
not alarmed by the reduced rate of steel buying. They look at 
the situation this way, says this trade weekly: “We think we’ve 
seen the worst of the declines in sales. Purchases are now the 
result of definite studies by users of their needs, rather than wild 
purchasing to inflate stocks.” 


Sustained good business until the first of April is foreseen by 
Walter S. Doxsey, President, American Steel Warehouse Associa- 
tion. He estimates that warehouse sales in 1954 will fall not 
more than 10% under current high levels. However, Mr. Doxsey 
warns that competitive conditions will no longer permit ware- 
houses (suppliers of steel to small users) to enjoy orders for mill- 
size quantities which have accounted for as much as 5% of their 
total tonnage during the last two or three years. 


Warehouses are in an increasingly improved position to serve 
their customers, continues this trade magazine. Inventories on 
most forms of steel have been pretty well built up. An exception 
is wide flange structural shapes. They are in short supply and 
are expected to remain that way for some time. Some warehouses 
now notice that customers place prices above availability of steel. 

Although scattered revisions in base prices are still being 
made by premium-price producers of steel, they were not suf- 
ficient in the week ended Nov. 12 to lower “Steel's” arithmetical 
price composite on finished steel. It remains at $115.18 a ton. 


The American Iron and Steel Institute announced that the 
operating rate of steel companies having 93% of the steel-making 
capacity for the entire industry will be at an average of 91.3% 
of capacity for the week beginning Nov. 16, 1953, equivalent to 
2,057,000 tons of ingots and steel for castings as against 92.3% 
(revised), or 2,081,000 tons a week ago. For the like week a month 
ago the rate was 95.0% and production 2,142,000. A year ago 
the actual weekly production was placed at 2,212,000 tons and the 
operating rate was 106.5% of capacity. The percentage figures for 
the current year are based upon the capacity as of Jan. 1, 1953, the 
rate this year being higher than last year. 


Electric Output Holds to Higher Trend the Past Week 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, Nov. 14. 1953, 
was estimated at 8,457,342,000 kwh., according to the Edison Elec- 
tric Institute. 

The current figure represents an increase of 59,819,000 kwh. 
above that of the preceding week, and an increase of 573,464,000 
kwh., or 7.3%, over the comparable 1952 week and 1,124,208,000 
kwh. over the like week in 1951. 


Car Loadings Decline 4.2% Under Previous Week 


Loadings of revenue freight for the week ended Nov. 7, 1953, 
decreased 32,995 cars, or 4.2% below the preceding week, accord- 
ing to the Association of American Railroads. 

Loadings totaled 747,868 cars, a decrease of 81,427 cars, or 
98% below the corresponding 1952 week, and a decrease of 
43,535 cars, or 5.5% below the corresponding 1951 week. 


U.S. Auto Output Falls 20% Due to Model Changeover 
Operations 


Automobile output for the latest week declined about 20% 
below the previous week, due to model changeover operations, 
according to “Ward’s Automotive Reports.” 

_ The industry turned out 93,658 cars last week, compared 
with 116,789 in the previous week. A year ago the weekly pro- 
duction was 107,473 cars. 

United States truck production last week totaled 17,970 com- 
pared with 12,480 the previous week. A year ago truck output 
was 30,430 units. 

Canadian companies made 3,101 cars last week, compared 
with 3,588 in the previous week and 6,547 in the like 1952 week. 
Truck production amounted to 855 units last week, against 926 
the week before and 2,375 in the year earlier period. 


Business Failures Continue Downward Course 
In Holiday Week 

Commercia] and industrial failures declined to 155 in the 
holiday-shortened week ended Nov. 12 from 207 in the preceding 
week, Dun & Bradstreet, Inc., reports. Despite this dip, casualties 
continued to exceed the level of 148 in the comparable week a 
year ago and of 109 in 1951. Only one-half as many businesses 
failed, however, as in prewar 1939 when the toll amounted to 308. 

Casualties involving liabilities of $5,000 or more fell to 134 
from 181 last week, but remained above the 125 of this size which 
occurred a year ago. There was a dip among small failures, those 
with liabilities under $5,000, to 21 from 26 in the previous week 
and 23 in the similar week of 1952. Twelve of the week’s casual- 
ties incurred liabilities in excess of $100,000, as compared with 
23 a week ago. 

All industry and trade groups had lower mortality during the 
week. More concerns failed than last year in retailing and con- 
struction; other lines had small declines from the 1952 level. 


Wholesale Food Price Index Makes First 
Advance in Eight Weeks 

Marking the first upward movement in eight weeks, the 
wholesale food price index, compiled by Dun & Bradstreet, Inc.., 
rose slightly to $6.50 on Nov. 10, from the five-month low of $6.48 
a week ago. Compared with the year-ago level of $6.30, the 
current index shows a rise of 3.2%. 

The index represents the sum tota] of the price per pound of 
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31 foods in general use and its chief function is to show the gen= 
€ra] trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Gains 
Slightly in Latest Week 


The daily wholesale commodity price index, compiled by 
Dun & Bradstreet, Inc., moved in a narrow range last week and 
closed at 272.71 on Nov. 10. This was up slightly from 271.74 a 
week earlier, and compared with 285.14 on the corresponding date 
last year. 

Grain price movements were mixed but net changes for the 
week were small. Wheat developed a stronger tone, aided by 
smaller receipts and the belief that there will be no drastic change 
in the high support levels for farm commodities. Corn was under 
pressure at times and prices turned easier under the impact of con- 
tinued liberal offerings of new crop grain. 


Weather conditions throughout the harvesting season were 
excellent and the great bulk of the crop has been secured. Oats 
were somewhat firmer while rye prices worked lower. Sales of 
grain and soybean futures on the Chicago Board of Trade aver-- 
aged 54,900,000 bushels per day last week, as compared with 53,—_ 
300,000 the week before, and 33,900,000 a year ago. 


There was some improvement in domestic flour business the 
past week although buying for foreign account remained slow. 
Activity occurred around midweek and was largely centered in 
Spring wheat flours. 


Inventories were said to be light in many cases and buyers 
were not inclined to book much flour for future delivery. 


Cocoa continued the sharp upward price trend of recent weeks, 
with trading limited by a scarcity of offerings. The persistent 
demand was attributed to the tightening supply position, an active 
manufacturer interest, and the higher prices paid by U. S. import-~ 
ers for actual cocoa. Demand for coffee was fairly active; buyers 
continued to show a preference for Columbian coffees at a wide 
premium over the Brazil grades. Demand for refined sugar was 
quiet. Eastern refiners announced a reduction of 10 cents a hun- 
dred pounds in their granulated product at midweek. 


Raw sugar prices fell 17 points in the week, largely due te 
liquidation induced by the reallocation of 80,000 tons of beet 
sugar by the United States Department of Agriculture. 


Lard finished slightly lower but showed a stronger tone at 
the close. 


Spot cotton prices moved moderately lower last week as the 
trade awaited the issuance of the government crop forecast. 


The report for Nov. 1 placed this year’s yield at 16,093,000 
bales, or about in line with preliminary estimates of private fore- 
casters. The latest figure contrasts with the Oct. 1 estimate of 
15,596,000 bales, and an actual yield of 15,136,000 bales last year. 
There was a moderate volume of mill price-fixing which helped 
to check the declines. Sales of the staple in the 10 spot market 
declined and totaled 210,500 bales last week, as against 240,700 
the previous week, and 295,800 a year ago. CCC loan entries in the 
week ended Oct. 30 were 544,200 bales, the largest for any week 
on record. Total entries for the season were 2,383,800 bales, ex- 
ceeding the total amount placed in the loan during the entire 
1952-53 season. 


Trade Volume Rises Moderately With Return of 
Cooler Weather and Other Factors 


Stimulated by seasonally cool weather shoppers increased 
their buying moderatly in most parts of the nation in the period 
ended on Wednesday of last week. Attractive reduced-price 
promotions and late shopping hours enabled most merchants te 
surpass the sales figures of a year ago; however, retailers with 
smaller sales than those of a year earlier were more numerous 
than in the early months of this year. 


Christmas promotions began in most cities somewhat earlier 
than in recent years; merchants generally looked forward te a 
gift season of peak proportions. 


Retailers in Pittsburgh, Washington, D. C., and some other 
cities in the East continued to report their sales volume as below 
that of a year ago. Early indications pointed to a Florida tourist 
season of record size. 

The total dollar volume of retail trade in the week was esti- 
mated by Dun & Bradstreet, Inc., to be from unchanged to 4% 
higher than the level of a year ago. Regional estimates varied 
from the comparable 1952 levels by the following percentages: 
New England and East —1 to +3; Midwest and Northwest +3 
to +5: South and Pacific Coast +2 to +6 and Southwest 0 to +4. 


While the interest in household goods rose slightly it con- 
tinued to be below seasonal expectations and somewhat short of 
the level of a year ago. There were substantial rises in the de- 
mand for automotive supplies; new cars continued to be sold at 
substantial discounts. 


The volume of trading in most of the nation’s wholesale 
markets in the period ended on Wednesday of last week held 
close to the level of the prior week and was about on a par with 
that of a year earlier. Retailers sought rapid delivery of many 
seasonal items in preparation for holiday selling. 

Department store sales on a country-wide basis, as taken 
from the Federal Reserve Board’s index, for the week ended 
Nov. 7. 1953, increased 3% above the level of the preceding week. 
In the previous week, Oct. 31, 1953, a decrease of 2% was reported 
from that of the similar week of 1952. For the four weeks ended 
Nov. 7. 1953. a decline of 3% was reported. For the period Jan, 1 
to Nov. 7, 1953, department store sales registered an increase of 
2% above 1952. 

Retail trade volume in New York last week witnessed a mild 
upturn as a result of more seasonal weather and according to es- 
timates, the figures for the period are expected to be slightly above 
those for the like week a year ago. 

According to the Federal Reserve Board’s index department 
store sales in New York City for the weekly period ended Nov. 7, 
1953, registered a decline of 3% from the like period of last year. 
In the preceding week Oct. 31, 1953, a decrease of 6% was reported 
from that of the similar week of 1952, while for the four weeks 
ended Nov. 7, 1953, a decrease of 4% was reported. For the period 
Jan. 1 to Nov. 7, 1953, a decline of 1% was registered from that of 
the 1952 period. 
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Joins Alm, Kane, Rogers 
(Special to THe FINaNcIAL CHRONICLE) 
CHICAGO, lll. — George S&S. 
Smith, Jr. has joined the staff of 
Alm, Kane, Rogers & Co., 39 South 
La Salle Street. He was formerly 
with E. F. Hutton & Company. 
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Taking Profitable Losses 


About this time of year, investment-minded citizens and their 
securities dealers are sharpening their pencils in order to calcu- 
late the best way to minimize the year’s tax bill by the manipu- 
lation of securities transactions for short- and long-term capital 
gains and losses. 

In addition, the “inside money” is this year being particularly 
careful to make sure these tax-purpose transactions serve a double 
purpose of improving the investment quality of their portfolios 
to meet the more uncertain business times ahead, moving their 
assets, as many investment companies have already done, into 
the securities of companies in less cyclical industries. 

Timing is, of course, a basic factor in these transactions. Secu- 
rities’ sales, for example, to establish profits for 1953, should be 
made on or before Dec. 24, although cash sales can be made 
through Dec. 31, as can sales to establish losses for 1953. 

In offsetting short-term capital gains and losses (those gains 
or losses on securities held for six months or less) and long-term 
gains and losses (on securities held for more than six months), 
and in offsetting the net short-term gain or loss against the long- 
term gain or loss, there are several possibilities, the taxable 
consequences of which are most succinctly expressed by the fol- 
lowing table permuted by the Keystone Company. 


Taxability of Capital Gains and Losses 
Possibilities Taxability 


(1) Net long-term gain 50% taxed at your income rate, 
with a maximum effective rate of 


26% (half taxed at 52%). 

(2) Net long-term loss Deductible up to $1,000 each 
calendar year, with remainder 
carried forward. 

(3) Net short-term gain 100% taxable as income. 

(4) Net short-term loss Deductible up to $1,000 each 
calendar year, with remainder 
carried forward. 

(5) Net long-term gain minus Net gain: Taxable as in (1) above. 

Net short-term loss Net loss: Taxable as in (4) above. 

(6) Net short-term gain minus Net gain: 100% taxable as income. 

Net long-term loss Net loss: Taxable as in (2) above. 

(7) Net long-term loss plus Deductible up to $1,000 each 

Net short-term loss calendar year, with remainder 
carried forward. 

Put another way, short-term capital gains and losses are 


given at 100%. Long-term capital 
into account at 100%, no longer being subject to the 50% limi- 
tation under previous law. Where net long-term capital gains 
exceed net short-term capital losses, an investor can deduct 50% 
of the excess. 

Net capital losses can be deducted from regular income up 
to $1,000 for 1953, with the surplus loss carried forward for a 
period of five years as a short-term capital loss to offset capital 
gains, or, if there are none, as a deduction up to the amount of 
$1,000 per year on regular income. 

Securities sold to realize a loss should not be repurchased 
within 30 days, but an issue sold at a profit may be repurchased 
immediately. 

National Securities & Research has prepared the following 
examples to illustrate the method of reporting capital gains or 
losses for the calendar year 1953: 


gains and losses are taken 


100% long-term gain___$10,000 100% short-term loss__. $4,000 
100% long-term loss... 3,000 100% short-term gain__. 2,000 
Net long-term gain____$ 7,000 Net short-term loss_____$2,000 


Excess of net long-term gain over net short-term loss $5,000. 
This amount is subject to Federal income tax to the extent of 
only 50%, or $2,500, which is included with other income and the 
tax computed thereon at the applicable rate. If net income is in 
the surtax bracket in excess cf 52%, an investor is permitted to 
make an alternative computation by calculating the tax on ordi- 
nary net income (which should include net short-term gains, if 
any) then and thereto 26% of the excess of net long-term gains 
over net short-term losses (26% of $5.000). 

Normally, unless the surtax net income (including net short- 
term gains, if any) is in excess of $14,000 if single, $22,000 if 
head of a household and $28,000 if a joint return is filed, the al- 
ternative computation ordinarily will not result in a smaller tax 
liability. 

In another example, if: 


100% long-term gain__$10,000 100% short-term gain___$8,000 
100% long-term loss__. 3,000 100% short-term loss___. 4,000 
Net long-term gain___-_$ 7,000 Net short-term gain $4,000 

Then net capital gain is $11,000. This amount would be 


treated for tax purposes as follows: 


90% of net long-term gain of $7,000: $3,500 
100% of net short-term gain of $4,000: 4,000 
$7,500 


The $7,500 is subject to the regular income tax rates. with 
the exception that $3,500 net long-term gain taxed 
at more than 52%, i.e. 26% of $7,000. 

If an investor realizes gains and losses in one year the re- 
sult will be as follows: 


cannot be 


(a) Net long-term gain -_$2,000 Net short-term loss __$2,000 
The result is zero—No tax liability. 
(b) Net long-term gain -$2.000 Net short-term loss $3,000 


Net loss $1,000—Deductible from regular income. 


(c) Net long-term loss _-$3,000 Net short-term gain --$5,000 
Net gain $2,000—Taxable at regular income tax rates. 


(d) Net long-term loss __$15,000 Net short-term gain - - $5,000 
Net loss $10,000—$1,000 applied to reduce ordinary net income 
$9,000 carry-over loss to be applied against future gains, OF 
applied against regular income to the extent of $1.000 annually 
for five years. 


Special Techniques in Gains and Losses 

Aside from the mechanical principles of handling capital gains 
and losses, as discussed above, there are special techniques avail- 
able to the investor, upon the advice of his dealer, for taking or 
postponing capital gains or losses. 

Prentice-Hall, a local publisher, in as private paper prepared 
by its Economic Research Staff, notes that short sales can be used 
to postpone gains or losses. For example, if an investor wants to 
take a short- or long-term capital gain at present 1953 prices, but 
wants to realize the gain for tax purposes in 1954, this can be ac- 
complished by selling short against the stock, and covering by 
delivering the stock in 1954. Whatever gain is made will be short- 
or long-term—depending on its status at the date the short sale 
is made, but for tax purposes the sale will be effective in 1954, as 
of the date the short sale is covered. 

Another technique is the use of options in order to make 
present capital gains secure without necessarily giving up the 
stock. If an investor has a long-term capital gain in a stock which 
he wants to keep, or if he wants to shift an assured present capital 
gain into 1954 for tax reasons, he can guarantee his present profit 
by buying 2 put (an option to sell the stock at a pre-determined 
price) at approximately the stock’s current price, good for two 
to three months. 

If the market rises, the put is not taken and the investor can 
either sell the stock for a bigger gain than the assured one pro- 
tected by the put or hold it for further appreciation. If the mar- 
ket declines, the put can be exercised and the present assured 
capital gain realized in 1954. 

A second method is the use of a call option. In this case, the 
stock is sold and at the same time a 60 or 90 day call is made, this 
being an option to buy the stock. The cash resulting from the 
stock sale car be held or reinvested. 

With this method, if the stock continues to go un, 
reacquired at about its present 1953 price. and then held or 
sold for the incremental capital gain. If the stock goes down, 
the investor would be safe with the assured capital gain taken 
now. 

In other observations made on transactions for tax-savings, 
Prentice-Hall comments that, although taxes will be lower next 
year, with the results being to take losses this year and gains 
next year, nevertheless, investors should not lose sight of the 
negligible savings compared with the possible risks. 

In the highest brackets, capital gains taxes stand at 26% now 
compared with 25% next year, a savings of $10 per $1.000 of long- 
term gain. In lesser brackets, the savings will amount to about 
2%, or $20 per 1,000. 

However, with business on a down-sloping plateau and the 
stock market promising additional selectivity in its behavior, it 
may be in many cases not wise to postpone gains solely to 
realize the miniscule tax-savings promised. In addition. the post- 
ponement of too much gain until next year, may put an investor 
in a higher bracket. 


it can be 


Further Considerations in Tax Savings 

National Securities & Research is once again reminding se- 
curities people that tax-free gifts under present law total $30,000 
during a lifetime—or $60,000, tax-free, for gifts made jointly 
to others by husband and wife. In addition to the $30,900, annual 
tax-free gifts uv to $3,000 (or $6,000 on gifts made to others by 
husband and wife) may be made each year without tax to any 
one person. 

Futhermore, gifts even though taxed may also be a source 
of tax savings, since tax rates on gifts over and above these 
basic exemptions and annual exclusions are only three-quarters 
of the rates applied to a taxable estate of the same size. 

An incidental observation made by Prentice-Hall on this 
business of saving money (or making it) by manufacturing losses 
is the switch in bonds held at a paper loss in portfolio. The loss 
on bonds is considered to be about as great now as it will be in 
the foreseeable future, and this being so, the suggestion has been 
made that bonds be sold now for the loss and the proceeds 
switched to similar bonds at about the same discount price. In 
this way. the capital loss can offset any capital gain and then 
any ordinary income up to $1,000 this year, with a carry-over 
for five more years. 

The result is that tax savings from taking the loss on today’s 
bonds is done at a time when income and capital gains tax rates 
are at a peak. On the other side of the coin, the new bonds pur- 
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chased with the proceeds will, at maturity, offer a capital gain 
from present discount prices at a time when tax rates should be 


lower. 


One last, and interesting technique that may be utilized while 
all this buying, selling and switching is going on is, in estate 
planning. the switch to discount bonds. By buying and switching 
into discount bonds, the heirs may get a gain exempt from the 


capital gains tax, because the basis for 


figuring gain is the 


estate tax valuation of the bonds and not the original purchase 
price. The result is that the profit between the time of acqui- 
sition and death escapes the gains tax completely. 

Take the specific case of the Treasury 242’s of 1967-72, which 
are now in the price vicinity of 96. At death, they will pay par 
if applied to the Federal estate tax. So, by purchasing these bonds 
the investor guarantees, as much as anything can be guaranteed, 
a four point income-tax-free gain while, at the same time, provid- 


ing liquidity for estate taxes. 








Group Securities Reports 
21% Increase in Sales 


An increase of 21% in Group 
Securities sales for the first nine 
months of 1953 over 1952 and a 
30% increase in the proportion of 
its sales to the total industry, is 
reported by Distributors Group. 


Meanwhile redemptions were 
11% less than in the 1952 period. 
About 90% of the $7,200,000 sales 
volume represented new money, 
the balance being accounted for 
by shifts within the fund. 


Most popular of its funds were 
The Common Stock Fund and The 
Fully Administered Fund, both 
at new highs for shares outstand- 
ing. 

Meanwhile. a heavy dealer de- 
mand for the newly published 
folder, “Here Is a House... ,” as 
well as for two companion pieces 
on The Common Stock Fund of 
Group Securities, Inc., is reported 
by Distributors Group, Inc. 

“Here Is a House .. .” portrays, 
in simple graphic form, the values 
in the quality stocks held for The 
Common Stock Fund, as compared 
with other types of property with 
which the reader is more familiar. 
One of the two companion pieces 
is an information sheet giving 
basic data on the fund; the other 





a current “Brief Case” further de- 
tailing the story of common stock 
values today. 


Canada Still Expanding, 
Bullock Analysis Reports 


Evidence that the Canadian 
economy continues to expand is 
featured in the November “Bul- 
letin,’ Calvin Bullock’s dealer 
publication. 

“While some leading Canadian 
stocks are down from 20% to 40% 
from their 1951-52 highs,” the text 
states, “comparison of key eco- 
nomic factors in the first eight 
months of this year with similar 
figures for 1952 shows industrial 
production up 9%, manufacturing 
output up 10%, retail sales up 6%, 
building construction up 8%, pe- 
troleum production up 30% and 
hydro-electric power up 9%.” 

In addition, the Bulletin reports 
Canadian Government tax reve- 
nues up despite reduced tax rates. 
It sees Canada’s record as reassur- 
ing to those investing in the long- 
term growth of Canada. 


Canada Gains British Capital 


The increasing flow of British 
capital from troubled spots in the 
East and Africa into Canadian 
natural resource companies is one 
of the most important develop- 





ments of the year, Frank L. 
Valenta, President of Natural Re- 
sources of Canada Fund, Inc. said 
in a statement issued in connec- 
tion with the release of the Fund’s 
financial report for the fiscal year 
ended Sept. 30. 


Mr. Valenta called attention to 
the investment by Anglo-Iranian 
Oil Company in Triad Oil Com- 
pany. He added that in selecting 
Triad for its initial venture in 
Canada’s oil industry, Anglo- 
Iranian had secured an interest in 
one of the best managed of the 
Canadian oil companies. It is a 
company with substantial reserves 
in the Redwater Field and with 
an intelligently directed oil ex- 
ploration program. 


Another outstanding transaction 
and one which is nearing com- 
pletion, Mr. Valenta said, involves 
the sale by a mining company of 
$2,500,000 of 5% convertible de- 
bentures to United Kingdom in- 
terests. 


Natural Resources of Canada 
Fund on Dec. 30 last had net assets 
of $1,366,720 compared with 
$1,211,303 a year ago. The report 
disclosed that 2,422 shareholders 
residing in 23 states owned 541,- 
202 shares of the Fund contrasted 
with 1,517 shareholders owning 
398,228 shares on Sept. 30, 1952. 
Since Sept. 30, the net assets of 
the Fund have increased to ap- 
proximately $1,450,000. 


Two Keystone Funds 
Show Good Gains 


Keystone Custodian Funds, Inc., 
Trustee for the ten Keystone 
Funds with combined assets of 
$213,500,000, today issued Annual 
Reports covering operations for 
the fiscal year ended Sept. 30, 
1953 to the shareholders of Dis- 
count Bond Fund “B4” and High- 
Grade Common Stock Fund “S1.” 
Both Funds reported increases in 
the number of outstanding shares, 


Quarterly Investment Company Statistics 


Source: National Association of Investment Companies 
INVESTMENT COMPANY COMMON STOCKS 


Conservative Leverage 


Generally speaking, these issues might be expected 


to move 


as common stock prices in general. 


Market 


Approx. Net Asset 


Discount (—) 


up to about 1% times as fast 


Dividends Nine Months 
Price Value per Share or Latest Fiscal 1953 
Sept. 30, 1953 Sept. 30, 1953 Premium ( +) Year Price Range 
Carriers & General________- 112 5/16 $15.16 —18.8% 2$0.76 1434-12% 
eee eee 17'% 20.38 —14.1 31.03 21%-16%2 
*General American Inv. _---- 21% 22.75 — 5.5 40.60 2758-2012 
General Public Service____- 374 3.96 — 5.3 50.15 4%4- 3% 
Overseas Securities -.___--- 15% 10.82 +44.4 60.57 19%%-15% 
*Leverage—preferred stock—more than offset by holdings of cash and government securities. 
1 Mean between bid and asked prices. 
2-6 Plus the following amounts paid from realized capital gains: 
2 $0.22 3 $0.72 431.83 5 $0.30 6 $2.42 
Medium Leverage 
From present levels, these issues might be expected to move from about 1% times to 


2 times as fast as common stock prices in general. 


Equity Corporation 


Market 


Apprex. Net Asset Discount (—) Dividends Nine Months 
Price Value per Share or Latest Fiscal 195% 
Sept. 20, 1953 Sept. 30, 195% Premium ( +) Year Price Range 
134 $3.46 —49.4% $0.15 2%a- 15% 
47‘ 73.31 —35.7 11.88 65 -46 


U. S. & Foreign_-_- 


1 Plus $1.37 paid from realized capital gains. 


High Leverage 


From present levels, these issues might be expected to move at least twice as fast as common 


stock prices in general. 


Market 


Approx. Net Asset Discount (—) Dividends Nine Months 
Price Value per Share or Latest Fiscal 1953 
Sept. $0, 1953 Sept. 30, 1955 Premium ( +) Year Price Range 
Central-lIllinois Securities__- 3} $5.10 —31.4% None 454- 3) 
North American Invest.__-_-_- 111% 9.40 + 22.3 3$1.79 1342-10 
Pacific-American Invest.___- 15.65 5.25 + 7.6 40.15 Unlisted 
Tri-Continental Corp. - = 14 223.3 —40.1 1.04 17 43-13% 
U. S. & International 5 8.63 —39.2 None Ble- 5 


1 Mean between bid and asked prices. 


2 Afte: 
3 Paid from realized capital gains. 
+ Plus 


Options 


range since 


Tri-Continental warrants 


*Each perpetual warrant entitles the holder to purchas= 


The assct 
was less 


value of the common was $23.36 per share on Sept. 30, 
than the exercise price of the warrants (see above). 


deducting $2.42 a share reserve for taxes om unrealized appreciation. 


$0.88 paid from realized capital gains. 


Market Price 
Sept. 30. 1953 


3°" 5% - 314 


Price Range 
Nine Menths 1954 


This issue is an option on an advancing stock market, but has had wide percentage moves. Price 
1936 has been included to illustrate the extent of past fluctuations. 


Price Range 
1936-1953 


5% - | 


32 


1.27 shares Tri-Continental common at $17.76 a share. 
1953, but the market price of the common 





Margaret Kennedy Begins 
New Speaking Plan 


Announcement was made 
that Margaret Kennedy, 
general partner of Seligman, 
Lubetkin & Company, be- 
ginning Dec. 1, will accept 
invitations during 30 weeks 
each year to speak under 
mutual fund sponsorship be- 
fore selected dealer-assem- 
bled groups on, “The 
Woman’s Dollar in a Chang- 
ing World.” On Dec. 1, 
wholesaling contracts be- 
tween Seligman, Lubetkin 
and the three mutual funds 
it has wholesaled will be 
severed. 











in the number of holders, and in 
total assets. 


Keystone Fund “B4” held 60 
issues of discount bonds, selected 
for their generous income return, 
on Sept. 30, 1953. These were the 
results for fiscal 1953 compared 
with 1952: 


Fiscal 1952 Fiscal 1953 
Total net assets on 


Sept. 30 . $38,110,343 $40,939,183 
Shares outstanding 

Sept. 30_ . 3,504,511 3,986,715 
Number of Holders 

ff ee 17,573 18,700 
Capital Gains Dis- 

tributions per sh. 30c 54c 
Dividends from in- 

comc, per share 60c 60c 
Value per share on 

Sept. 30-.-- _ $10.87 $10.27 


These changes were made in 
the Primary List for investment 
by Fund “B4” during the last six 
months of the 1953 fiscal year: 


Additions 

Delta Ajirlines Cv. Deb. 52s, 
1973. 

40 Wall St. Bldg., Non-Cum. Inc, Deb. 5, 


(Subord). 


1966. 
Gulf, Mobile & Ohio RR Co. Gen. Inc. “A’”’ 


5s, 2015. 
Missouri-Kansas-Texas RR Co. Adj. “A” 
5s, 1967. 
Elimination 
Brazil Ext'l 334s of 1944, ser. 3. 
Keystone Fund “Sl” held 42 


high-grade common stocks repre- 
senting 17 industries at the end of 
fiscal 1953. Utility, bank and in- 
surance stocks—issues character- 
ized by relatively stable income, 
dividends and prices—have ac- 
counted for a substantial portion 
of the Fund’s investments over the 
last two years. These were the 
changes reported for fiscal 1953: 
Fiscal 1952 Fiscal 1953 





Total net assets on 


Sept. 30_-_- $4,470,215 $4,564,767 
Shares Outstanding 

Sept. 30 ‘ 132,501 143,402 
Number of Holders 

Sept. 30 “ 1,537 1,637 
Capital Gains Dis- 

tributions per sh. $1.70 $1.51 
Dividends from in- 

come, per share $1.48 $1.41 
Value per share, 

Sept. 30 $33.74 $31.83 


These changes were made in the 
Primary List for investment by 
the Fund since March 31, 1953: 


Additions 
Duquesne Light Co. 
Ohio Edison Co. 
United Shoe Machinery Corp. 
Wrigley (Wm.) Jr. Co. 
Eliminations 


Cleveland Electric Lilum, Co. 
New England Tel. & Tel. Co. 


CANADA GENERAL FUND, a 
mutual investing in stocks of 
Canadian enterprises, reports for 
the three months ended Sept. 30, 
1953 total net assets of $17,313,392 
compared with $14,632,388 a year 
ago and an increase in shares out- 
standing in the past 12 months 
from 1,664,565 to 2,173,742. 


Henry T. Vance, President, 
stated that income received by 





CORRECTION 


In the article “Funds Take 
Cautious Attitude Toward Mar- 
ket,” published in the “Chroni- 
cle” of Nov. 5, the reference 
in the table “Changes in Com- 
mon Stock Holdings of 46 In- 
vestment Management Groups” 
that Allis Chalmers distributed 
a 5% dividend in stock was in- 
correct. 
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Blyth Group Offer 
Pacific Lighting Stk. 


A nationwide syndicate headed 
by Blyth & Co., Inc., and includ- 
ing 87 other investment banking 
houses, on Nov. 17 made public 
offering of 800,000 shares of com- 
mon stock (no par value) of 
Pacific Lighting Corp. at $33 a 
share. 

Net proceeds from the sale of 
the common stock will be used to 
repay approximately $13,000,000 
in bank loans. The balance will 
be used by the company to make 
advances to its subsidiaries to 
finance, in part, their construc- 
tion and expansion programs es- 
timated to be approximately $63,- 
500,000 for the 16 months ending 
Dec. 31, 1954. 

Pacific Lighting Corp. is a hold- 
ing company with three public 
utility subsidiaries which own and 
operate the largest gas system in 
the United States, in terms of 
customers served. As of Jan. 1, 
1953, this system supplied natural 
gas to a population estimated at 
over 6,100,000 persons located 
throughout the major portion of 
Southern California, principally in 
and around Los Angeles. 

For the 12 months ended Aug. 
31, 1953, Pacific Lighting had to- 
tal operating revenues of $153,- 
780,000 and net income of $11,- 
678,000, equal to $2.54 per com- 
mon share. 

The company has paid dividends 
on its common stock every year 
since 1908. Since 1938, the divi- 
dend rate has been $1.50 per share 
per annum (after giving effect to 
the 2-for-1 stock split in October 
1953), and on Sept. 3, 1953, 
directors declared a quarterly 
dividend of 50 cents per share on 
the common stock, payable Nov. 
16, 1953, to stockholders on Oct. 
23, 1953, representing an increase 
of 3315 %. 


Kenwell Oils & Mines 
Common Stock Offered 


Offering of 500,000 common 
shares of Kenwell Oils & Mines 
Ltd,. was made on Nov. 18, by 
John R. Boland & Co. Inc., New 
York; Republic Investment Co., 
Inc. and Paul C. Kimball & Co., 
Chicago; Barham & Co., Philadel- 
phia; and Frame McFayden & Co. 
of Toronto, Ontario, Canada. The 
shares which are listed on the 
American Stock Exchange and the 
Toronto Stock Exchange are being 
offered at the daily prevailing 
market price existing on the 
American Stock Exchange. 


Net proceeds to be received 
from the sale of these shares are 
estimated at approximately $602,- 
500 after expenses which the com- 
pany intends to use to pay for its 
proportionate share of drilling 27 
additional well sites on its Level- 
land Texas interests, and for the 
exploration and development of 
its other properties. 


According to the prospectus, the 
company owns interests aggregat- 
ing 1,299 net acres of 3,190 gross 
acres of proven oil properties in 
Kansas, Texas, and the Province 
of Alberta. The prospectus indi- 
cates that the net reserves ap- 
plicable to the company’s interests 
in 22 producing oil wells in these 
areas, are estimated at 1,300,775 
barrels. 

The company also holds ap- 
proximately 338,768 net acres in 
approximately 1,381,154 gross 
acres of wildcat acreage in the 
Provinces of Alberta, Saskatche- 
wan, British Columbia, Manitoba, 
Ontario, and the Northwest Terri- 
tories of Canada. 





the fund from Canadian sources 
no longer is subject to the Cana- 
dian withholding tax since the 
opening of a Canadian office in 
August. 
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As We See It 


from the course set out by its prophets under the Employ- 
ment Act of 1946, which is designed to maintain full em- 
ployment at all times in the future. Such an attitude may 
to the ordinary observer appear not altogether consistent 
with the position of Mr. Keyserling, but such minor mat- 
ters as this do not usually trouble the “practical politi- 
cian.” The point is, according to these observers, that the 
New Deal and the Fair Deal have made it plain to the 
world how unemployment and the other difficulties of a 
depression may be avoided, and succeeding administrations 
will not dare disregard these discoveries, or if they do they 
will not long remain in office. 


New Deal Prescriptions 

The fact remains, however, that the “opposition” in 
Congress and in American politics generally is also earn- 
estly engaged in doing what it can to make sure that the 
precepts of the New Deal and the Fair Deal are faithfully 
followed. If they are not followed then the utmost political 
capital is to be made of this “deviation,” particularly if— 
as, of course, they take for granted—failure to follow in 
the footsteps of Roosevelt and Truman precipitates a de- 
pression and widespread unemployment. And, if the facts 
are to be candidly recorded, there are a good many Re- 
publicans who seem to fear the possibility of a spread of 
unemployment as they fear the plague — and, in some 
instances at least, seem to accept the idea that such a 
catastrophe may best be warded off by methods which 
bear a close resemblance to those advocated by all the 
New Deal and Fair Deal followers. 

Meanwhile, we are hearing from a good many who 
begin to hark back to the old, old idea that we may very 
easily, if we are not careful, “talk ourselves into a de- 
pression.” The idea now, as in former times, is that by 
calamity howling we may cause consumers to refrain from 
buying what they want and what they otherwise would 
purchase. Somewhat the same effect may be expected, so 
it is said, upon many businessmen whose judgment would 
be influenced materially by what is being said on the street 
corners—reinforced, of course, by the suspicion that in the 
circumstances customers might be hard to find. 

Students of depressions and recoveries as they have 
come and gone through the years must be excused if they 
are not particularly impressed by this line of reasoning. 
One can scarcely doubt that some such factor may at 
times be one of the causes of a sharp change for the worse 
in business, but that it of itself is likely to produce such 
an effect is a little difficult to believe. At the same time, it 
must be admitted that this notion places no greater strain 
upon credulity than the Keynesian or post-Keynesian no- 
tion that consumers spend their money about as freely 
one time as another, the proportion of outlays to total 
income remaining constant or nearly constant. 


It was basically this notion that led to the idea that 
the way to keep the wheels of business turning steadily 
is simply to place money, or “purchasing power,” in the 
hands of the people by whatever means are at hand. Ac- 
cording to many who reason in this way, it makes little 
difference how the funds are obtained, or at what cost, 
Since the consumer would at once spend them and the 
resulting rate of business activity would sanctify or some- 
how eliminate the ill-effects of whatever is done to come 
by the funds. It turned out to be a potent political philoso- 
phy which, of course, underlay the Hopkins “tax and tax, 
spend and spend, and elect and elect” dictum. 


Still Obscure 


Now the fact is that the best brains of this or any 
other country have not been able convincingly to trace 
out the cause of business depressions or say precisely what 
brings them to an end. But their researches have made it 
clear beyond peradventure of a doubt that the causes of 
both the depression and its disappearance are complex. 
They are multivarious, and the particular combination of 
circumstances which is present in one instance may well 
be absent in the next. If such is the case, it follows natural- 
ly and inevitably that no one has any valid formula for 
preventing or curing such depressions. 

One thing that may be said with confidence is that 
depressions are bred in follies or excesses of one sort or 
another which precede, possibly long precede, the onset 
of adverse business conditions. The time to prevent general 
depressions is when most people are thinking the least 
about such things. It is at such times that businessmen 
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tend to proceed with ventures which have no very solid 
basis, and in general tend to manage their affairs with less 
than their normal prudence. It is then that wage earners 
feel that their jobs are safe forever and tend to let down 
in the performance of their duties and take various steps 
which add to the cost of producing the goods or the serv- 
ices their employers must sell to the public. It is then that 
investors most readily provide funds for doubtful ventures. 
Better foresight and greater prudence at this stage would 
probably do more to eliminate depressions than anything 
else. But how to effect any such consummation! That is 
the question. 


Meanwhile, let us keep calm, proceed with our 


affairs with as much wisdom 


Continued from page 5 


—and avoid panaceas as if they were the plague. 


and vigor as we can muster 


The Internatinnal Gold 
And Dollar Movement 


former have exceeded these 
levels.2 As a matter of fact, dol- 
lar holdings of other countries in- 
creased by $968 million from July, 
1952 to June, 1953, although they 
purchased, together with the Bank 
for International Settlements, gold 
from the United States during 
these 12 months to the extent of 
$996 million. By freely buying and 
selling gold from and to foreign 
monetary authorities at a fixed 
price for all legitimate monetary 
purposes, the United States main- 
tains the international gold bul- 
lion standard. 

Largely as a result of these 
movements, the monetary gold 
stock of the United States rose by 
$4.7 billion from $20.1 billion in 
1945 to an all-time high of $24.8 
billion in August, 1949; it subse- 
quently declined to $22.3 billion in 
August, 1953. On the other hand, 
foreign countries as a whole (ex- 
cluding the USSR) experienced a 
decline in gold reserves of $4.6 
billion from January, 1946 to 
September, 1949 (of which $749 
million was accounted for by their 
gold contributions to the Interna- 
tional Monetary Fund); from 
October, 1949 to June, 1953 they 
added $2.8 billion to their gold 
reserves. In June, 1953 the United 
States held 62% of world gold re- 
serves (excluding those of the 
USSR, but including those held 
by international institutions), as 
against some 60% in 1945 and 70% 
in September, 1949. 

The gold position of other coun- 
tries as a whole was also affected 
by accruals from new production 
that was not absorbed by con- 
sumption in the arts and industry 
or by private hoards. From the 
beginning of 1946 to September, 
1949, during which the monetary 
gold reserves of these countries 
showed a decline of $4.6 billion, 
newly-mined gold that did not go 
into industrial uses or private 
hoards, or which was otherwise 





3 Most of the gold was actually ear- 
marked for foreign and international ac- 
count at the Federal Reserve Bank of 
New York. Such earmarked gold 
amounted to 6,050 million dollars in June 
Le as against 4,851 million in June 


unaccounted for, found its way to 
the United States; but since Octo- 
ber, 1949, a portion has accrued 
to, and has in effect been retained 
by, the monetary authorities of 
the nondollar countries. The ag- 
gregate monetary gold reserves of 
these countries increased between 
October, 1949 and June, 1953 by 
$2.8 billion, of which about $2.1 
billion can be accounted for by 
purchases from the United States. 
The difference of some $0.7 billion 
originated in current production. 
Since gold output outside the 
United States (and the USSR) 
totaled some $2.9 billion from 
October, 1949 to June, 1953, some 
$2.2 billion, or as much as three- 
fourths, appears to have been con- 
sumed by industry and the arts 
or to have disappeared into pri- 
vate hoards, or is otherwise unac- 
counted for. However, during the 
12 months ended June, 1953, such 
disappearance was some 15% 
smaller than during the previous 
12 months, although it was sub- 
stantially larger than during the 
period October, 1949-June, 1950 
(i.e. from the currency readjust- 
ments to the Korean outbreak), 
when gold disappearance was only 
about one-tenth of current out- 
put. The decline in the disappear- 
ance during the year ended June, 
1953 coincided with a_ further 
softening in the so-called free 
market price of gold, which re- 
portedly stood at the beginning 
of September, 1953 at $36.25 per 
fine ounce or only 4% above the 
official gold price of $35. 


The aggregate gold and dollar 
position of countries other than 
the United States was also influ- 
enced by transfers of gold and 
dollars to and from international 
institutions, principally the Inter- 
national Monetary Fund, the In- 
ternational Bank for Reconstruc- 
tion and Development, and the 
Bank for International Settle- 
ments, including the European 
Payments Union. No comprehen- 
sive review of such transfers can 
be made here. As to the Interna- 
tional Monetary Fund, reference 
has already been made to the gold 
subscriptions of member countries 


United States Net Gold Purchases from Other Countries 


(In millions of dollars: 


minus signs indicate net sales by the United States; 


data include transactions with the Bank for International Settlements) 


Un. Kingdom 
and Overseas 





——Peried Total Sterling Area 
Sa —453 nga 
ea 721 94 
ae 2,864 663 
1,510 1,233 
1949__ ‘a 193 642 
1950_ .... —1,725 —1,007 
EE 75 522 
a 394 452 
1951 Ist half 932 —467 
2nd half 1,007 989 
1952 Ist half 653 532 
2nd half —269 — 80 
1953 Ist half —727 —360 





*Almost entirely Western European countries, 


tincluding Canada. 


*Conti- 
nental +Latin *+Asia and LOther 
Europe America Oceania Countries 
168 —473 —188 41 
82 171 14 361 
1,069 808 l 323 
193 82 — 4 7 
—250 —148 — 52 2 
—364 —172 — 35 —147 
—177 —126 — 50 — 94 
—116 58 — 5 5 
—217 —164 — 21 — 63 
40 38 — 29 — 3l 
33 98 — 6 7 
—148 — 40 — | - 
—240 —122 — 5 “ 


tExcluding sterling area countries 


Note—For more detailed and more recent data, see the Federal Reserve Bulletin. 


mention 


to that organization; 
should also be made of the fact 
that total transactions of the In- 
ternational Monetary Fund from 
1947 to mid-1953 amounted ta 


nearly one_ billion dollars, of 
which more than one-fourth has 
been repaid. The International 
Bank for Reconstruction and De- 
velopment during the same period 
disbursed $0.9 billion; the bulk. of 
these dollars was derived from 
borrowings in the United States. 
The EPU received a direct United 
States contribution in the form 
of a capital fund of $362 million, 
and in addition the United States 
supplied the so-called “special re- 
sources” grants.to certain EPU 
debtors to cover their EPU defi- 
cits; however, even though the 
settlements by the EPU of its 
members’ intra-European pay- 
ments greatly affected the gold 
and dollar positions of individual 
countries, they had no marked 
bearing on the level of gold and 
dollar holdings of foreign coun- 
tries as a whole.4 


The recent rise in the combined 
gold and dollar holdings of other 
countries, like the previous de- 
cline, was very unevenly distrib- 
uted, as is apparent from Chart IL. 
Of the five broad groups of coun- 
tries and areas, Canada is the only 
one to show significantly higher 
gold and United States dollar 
holdings in June 1953 ($2.2 bil- 
lion) than in December 1945 ($1.7 
billion). The holdings by the 
Western European countries other 
than the United Kingdom that are 
participating in the Organization 
for European Economic Coopera- 
tion stood in June 1953 at $8.3 bil- 
lion, as against $7.8 billion in 1945. 
The holdings of nonsterling Asi- 
atic countries were about the same 
in mid-1953 as in 1945 ($2.4 bil- 
lion). Finally, Latin American 
holdings were only slightly lower 
in June 1953 (at $3.7 billion) than 
in 1945 ($3.8 billion); and those of 
the sterling area still-amounted in 
mid-1953 to only $3.9 billion, as 
against $4.1 billion in 1945. The 
gold and official dollar holdings 
of the United Kingdom alone® 
stood in August 1953 at $2,469 
million, as against $2,476 million 
in December, 1945. 

Since the middle of 1952; how- 
ever, most major countries and 
areas have shared in the recovery 
of monetary reserves, even though 
the speed and the extent of the 
improvement varies from country 
to country. The Continental West- 
ern European countries added $1.5 
billion to their gold and dollar 
holdings from April 1952 to June 
1953; these countries as a whole 
indeed had been building up their 
gold and dollar reserves since 
mid-1948. Of the $8.3 billion held 
by them in June 1953, $2.1 billion 
was held by Switzerland. The re- 
cent rise in gold and doltar hold- 
ings by the group. has been espe- 
cially marked in Germany ($503 
million from April 1952 through 
June 1953), the Netherlands and 
its dependencies ($409 million), 
and Belgium, including the Bel- 
gian Congo (some $149 million). 
The current rise in the gold and 
dollar holdings of the sterling area 
began only toward the end of 1952, 
but such holdings by June 1953 
were $0.7 billion higher than in 
September 1952. Latin American 
holdings increased during this pe- 
riod by $0.3 billion; and those of 
nonsterling Asiatic countries as a 
whole remained unchanged. Can- 
ada’s gold and United States dol- 
lar holdings declined somewhat 
during the year ended June 1953, 
but the strength of its interna- 





4 The new arrangement whereby the 
International Monetary Fund acts as an 
intermediary for member countries who 
wish to buy or sell gold resulted in 1952 
in a considerably greater volume of gold 
transfers among nondollar countries than 
in earlier years. The settlements in gold 
by the EPU likewise brought about a 
considerable volume of gold transfers. For 
these reasons a somewhat smaller propor- 
tion of gold transactions in 1952 involved 
the United States as buyer or seller than 
in earlier years. 

5 le. sterling-area central reserves 
of gold and United States and Canadian 
dollars, as made public by the British 
Chancellor of the Exchequer. 
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tional economic position was re- 
flected in the latter part of last 
year in the rise of the Canadian 
dollar rate, whose monthly aver- 
ege reached a high of U. S. $1.0424 
in September 1952; the rate stood 
at U. S. $1.0166 in mid-September, 
1953. 

By and large, the international 
Zold and dollar movement was 
dominated up to the end of 1947 
®y sales of gold to the United 
States by the Continental Western 
European countries, Canada, Latin 
America, and the _ nonsterling 
Asiatic countries; during this pe- 
giod the decline in the sterling 
area’s gold and dollar reserves was 
only moderate, primarily of course 
because of the utilization of the 
American and Canadian loans. 
From 1948 on, however, the inter- 
mational flow of gold and dollars 
was marked, on the one hand, by 
a steady, if uneven, recovery of 
wnonetary reserves on the part of 
Continental Western Europe, Can- 
ada, Latin America, and Asia; on 
the other hand, by four successive 
waves out of and into sterling area 
meserves. Chart II shows that the 
sterling area lost reserves from 
WMarch, 1948 to September, 1949; 
more than recovered these losses 
ffrom October, 1949 to June, 1951; 
suffered a sharp setback from 
July, 1951 to March, 1952; and” be- 
wan slowly rebuilding its reserves 
fin the latter part of 1952. It is be- 
ecause of the ups and downs in the 
sterling area reserves that the in- 


tternational flow of gold and dol- 
flars in recent years appears on the 
whole as a two-year cycle domi- 


nated by the flow of gold back 
and forth between the United 
States and the United Kingdom. 


Ill 


Factors in the Recovery of Gold 
and Dollar Reserves 


The preceding survey of the 
postwar trends in the aggregate 
gold and dollar holdings of foreign 
countries raises the very intri- 
guing question as to whether the 
factors that have contributed to 
the gradual improvement in 
monetary reserves since 1948, 
after their depletion during the 
earlier postwar years, are tein- 
porary or permanent. What can 
be stated with reasonable cer- 
tainty is that the recovery in 
monetary reserves rests on the 
sound foundation of a record agri- 
cultural and industrial production 
and an abatement of inflationary 
pressures in large parts of the 
world, as well as on the gradual 
restoration of a stronger competi- 
tive position in many industrial 
countries in Western Europe. 
Nevertheless, temporary factors, 
such as the continuing disburse- 
ment of United States economic 
aid, United States defense outlays 


in foreign countries, and the 
maintenance of trade and ex- 
change controls against dollar 


goods, have undoubtedly also con- 
tributed. 

These factors, whether perma- 
nent or temporary, can best be 
traced in the United States bal- 
ance of payments, which reflects 
the position of the rest of the 
world as a whole. As may be seen 


CHART I 


Gold and Dollar Holdings of Countries Other Than the United States 
(Excluding international institutions and, as regards gold, the USSR) 
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the amount shown in the chart. 
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from the upper section of Chart 
lII, the United States export sur- 
plus on current account—covering 
goods, services, and emigrant and 
charitable remittances — disap- 
peared in the first half of this 
year. It is true that the surplus 
had also virtually disappeared 
during the second half of 1950 
when, principally as a result of a 
sudden increase in commodity 
purchases after the Korean out- 
break, United States imports were 
about as large as exports, but that 
balance did not last long, as the 
export surplus reappeared in 1951. 
This time, however, the restored 
balance seems to rest on a more 
solid basis than in 1950, for the 
following reasons: 

The reduction in the United 
States export surplus occurred in 
two stages—first, from $10.7 bil- 
lion in 1947 to an annual rate of 
$2.9 billion during the nine 
months October, 1949-June, 1950; 
and secondly, after the post- 
Korea relapse, from a surplus of 
$4.2 billion during April, 1951- 
March, 1952 to a bare $64 million 
during July, 1952-June, 1953. This 
decline in the United States ex- 
port surplus was mainly a result 
of a decrease in “commercial” ex- 


ports (i.e. exports other than those 
supplied under military aid) and 
a rise in imports. “Commercial” 
exports of goods and services fell 
from $19.7 billion in 1947 to an 
annual rate of $13.5 billion in 
October, 1949-June, 1950; and 
again from $19.6 billion during 
April, 1951-March, 1952 to $16.9 
billion during July, 1952-June, 
1953. On the other hand, United 
States imports of goods and serv- 
ices increased from $9.0 billion in 
1947 to an annual rate of $10.7 
billion in October, 1949-June, 1950 
(and to $15.5 billion in 1951) and 
they increased further (to $16.8 
billion) during July, 1952-June, 
1953. United States imports have 
thus grown fairly continuously in 
value (with a slight recession in 
1949) not only because of higher 
prices but also owing to increased 
volume.6 


While the marked decline in the 
United States export surplus was 
the most significant factor in the 
reduction of the dollar deficit, the 
ability of non-dollar countries to 





6 For a survey of recent United States 
balance-of-payments developments, see 
“The Balance of Payments of the United 
States in 1952/53,” Federal Reserve Bul- 
letin, October 1953. 
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increase their aggregate gold ané" 
dollar holdings reflected also the 
receipt of United States Govern- 
ment loans and grants and the 
continuing flow of private capital 
from the United States. The con- 
tribution that these two sources 
of dollars made during the post- 
war years to the improvement of 
gold and dollar holdings of the 
rest of the world is shown in the 
middle section of Chart III. Loans 
and grants (excluding military 
aid) declined from $5.6 billion in 
19477 to an annual rate of $4.1 
billion during October, 1949-June, 
1950 and $2.9 billion during April, 
1951-March, 1952; however, in 
July, 1952-June, 1953 they still 
amounted to $2.0 billion. Private 
long-term investment ranged be- 
tween $0.7 and $1.2 billion an- 


nually from the beginning of 1947 
through mid-1953. 

The net transfers of gold and 
dollars resulting from the United 
States export surplus, United 


Continued on page 38 





7 Excluding 3.1 billion dollars repre- 
senting United States contributions to the 
International Monetary Fund and the In- 
ternational Bank for 


Reconstruction and 
Development. 
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‘ Continued from page 37 


The International Cold 
And Dollar Movement 


States Government grants and 
loans, and the outflow of United 
States private long-term capital, 
are shown in the lower section of 
Chart III. Two waves of gold and 
dollar accumulation abroad are 
apparent: from October, 1949 
through June, 1951 non-dollar 
countries accumulated $4.6 billion, 
of which $1.4 billion was during 
the “post-devaluation” phase (Oc- 
tober, 1949-June, 1950) and $3.2 
billion during the ‘“post-Korea’”’ 
boom phase (July, 1950 - June, 
1951): from April, 1952 through 
June, 1953 they accumulated $2.4 
billion. Consequently, the rest of 
the world as a whole was able, 
through transactions with the 
United States, to add $7.0 billion 
to its gold and dollar holdings, 
thus making good a major portion 
of the $8.0 billion loss of such re- 
serves from the end of the war to 
September, 1949 and from July, 
1951 to March, 1952. The postwar 
‘dollar gap, therefore, involved 
merely a drain of $1.0 billion on 
aggregate gold and dollar re- 
sources of other countries as a 
whole. 

The decline in exports from the 
United States after 1947 was the 
outcome, to a substantial extent, 
of a reduction in the demand for 
American export products, which 
in turn reflected basically the 
diminishing dependence of the 
rest of the world on United States 
supplies, the recovery of produc- 
tion, and the rise of productivity 
in large parts of the world. The 
chief reason why international 
payments difficulties appeared es- 
sentially as a dollar problem was 
that Western Europe and its over- 
seas currency areas were unable 
to secure from non-dollar coun- 
tries sufficient foodstuffs, raw ma- 
terials, and industrial goods to 
match its increased needs. In par- 
ticular, Western Europe was re- 
ceiving far less than before the 
war from Eastern Europe and the 
non-dollar countries of Latin 
America. To the extent that this 
reduction in supplies was made 
good elsewhere, it was done 
through increased imports from 
the United States and Canada 
(along with continuing purchases 
of such traditional United States 
exports as tobacco and cotton). 
These (and other shifts) in the 
flow of trade accounted for much 
of the so-called dollar shortage. 

As agricultural and industrial 
output expanded to all-time rec- 
ord levels, however, export capa- 
city gradually recovered and it 
became possible to replace the ab- 
normal postwar imports by do- 
mestic production. The large in- 
crease Over prewar in the in- 
dustrial production and exports of 
Western Europe was a particular- 
ly notable achievement. In mid- 
1953 a substantial portion of the 
remaining dollar gap appeared to 
be attributable to the disruption 
in the East-West trade and to in- 
creased defense expenditures. 


However, it soon appeared that 
the needed diversion of a growing 
portion of the rising output from 
domestic consumption and invest- 
ment to dollar-earning exports 
would not be possible, nor could 
imports be discouraged effective- 
ly, so long as inflation, open or 
latent, persisted in the domestic 
economies. Nor under these cir- 
cumstances could the exports of 
certain European countries, which 
had favored the easy and shel- 
tered markets of their respective 
currency areas, be diverted to- 
ward the dollar area and other 
countries. More particularly, in 


most of the countries and areas 
that lost gold and dollars during 
the period from mid-1951 to mid- 
1952, the increased dollar gap had 


been merely one part of an en- 
larged balance of payments deficit 
with all major countries and areas. 
In this situation, general domestic 
retrenchment was clearly indi- 
cated, and those countries that 
were really determined to main- 
tain tight controls over their 
budgets, over bank credits to bus- 
iness and individuals, and over 
wages, were also able to improve 
their over-all external balance 
and strengthen their gold and for- 
eign exchange reserves—includ- 
ing their dollar holdings. 

It had become apparent by early 
1949 that the postwar rise in out- 
put could not be relied upon to 
alleviate, by itself, the balance of 
payments disequilibria so long as 
exchange rates remained “over- 
valued” in terms of the dollar. 
After this situation had been 
ended by the widespread devalua- 
tion of most non-dollar currencies 
in the fall of 1949, not only did the 
competitive position of exports 
from the devaluing countries to 
dollar and other markets improve, 
but because of the rise in local- 
currency prices of goods from the 
dollar area, imports from the 
United States were effectively 
discouraged. Certain seriovs dis- 
tortions that have developed in 
more recent years in international 
price and cost relationship still 
remained to be corrected in mid- 
1953; but in contrast to 1949, these 
were confined to a few countries. 

The recent improvement in the 
international payments position 
seems therefore to have been of 
a sturdier character than the 
earlier recovery from October, 
1949 to June, 1951. In the first 
place, the recent rise in gold and 
dollar holdings has not, as in cer- 
tain countries after the outbreak 
of hostilities in Korea, been at the 
cost of a general depletion in raw 
material stocks. Secondly, the re- 
cent improvement, in contrast to 
that of 1950 and early 1951, has 
been accomplished without a rise 
in prices of primary commodities 
originating in the sterling area; 
such prices are now at about the 
level of mid-1950. In addition, the 
economies of Western Europe, 
Canada, and the United States 
have been operating at (or close 
to) all-time record levels, despite 
the subsidence of the inflation- 
nurtured boom in much of Europe 


and in the  primary-producing 
countries, as well as in North 
America. Furthermore, the abil- 


ity of the Western European and 
Canadian economies to cope with 
the probiem of transferring re- 
sources to dollar-earning or dol- 
lar-saving tasks has been en- 
hanced by their increased reliance 
both upon controls over the avail- 
ability and the cost of credit and 
upon the price mechanism; the 
structure of prices, particularly in 
Western Europe, is also more 
competitive today than five years 
ago. Finally, the stretching out of 
rearmament programs has reduced 
the pressure on certain raw ma- 
terials and on engineering indus- 
try capacity, and thus _ should 
make it somewhat easier for West- 
ern European countries to export 
metal manufactures to foreign 
markets. 


Nevertheless, there are still sev- 
eral reasons for caution in inter- 
preting the recent improvement 
in the world payments position. 
First, by mid-1953 the non-dollar 
world was still receiving grants 
from the United States in excess 
of its actual dollar deficit; and 
this aid is being greatly reduced. 
In addition, the United States 
Government is purchasing a large 
amount of goods and services 
abroad, including stockpiling, 
military offshore purchases of 
commodities that are then do- 
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nated by the United States as part 
of the military aid, construction 
outlays on airfields and other 
military installations for use of 
the NATO forces, and the main- 
tenance of United States forces 
overseas; these expenditures are 
relatively temporary in character. 

Furthermore, the movement to- 
ward a more balanced position 
has been aided considerably by 
developments in the United States, 
where at certain periods during 
1952 a continuing high level of 
demand contrasted with declining 
demand in Western Europe; the 
greater expansion of industrial 
activity in America than in Eu- 
rope raised the demand for im- 
ports in the United States and at 
the same time tended to reduce 
the import demand in Europe. 
Also, to the extent that the drain 
on gold and dollar holdings or 
even an increase in reserves re- 
sulted partly from more stringent 
exchange and import restrictions, 
it cannot be regarded as a sign 
that a truly stable and satisfactory 
dollar balance has been estab- 
lished; it is only when proper 
monetary and fiscal policies re- 
lieve the pressure of aggregate 
demand that a self-sustaining ex- 
ternal balance can be established. 
In addition, the improvement in 
the dollar positions of many non- 
dollar countries has tended to lag 
behind the improvement in their 
over-all balances of payments; 
and the improvement in the gold 
and dollar holdings of some coun- 
tries has to a certain extent been 
the 


merely counterpart of a 
deterioration elsewhere. Even 
though the over-all payments 


problem appears to be easing, cer- 
tain countries still have consid- 
erable dollar deficits in their bal- 
ance of payments; however, these 


appear mainly attributable to 
special circumstances. 
Finally, the remaining pay- 


ments difficulties also reflect, to 
a varying extent according to 
countries and areas, various mal- 
adjustments of a structural nature. 
For instance, the American econ- 
omy appears to exert a dominat- 
ing influence on the outer world 
because of its larger resources, its 
greater productivity, and the 
speed with which it exploits tech- 
nical innovations; and some of the 
dollar problems of the outer world 
are undoubtedly attributable to 
these factors. There are also 
deep-seated maladjustments in the 
patterns of trade among the prin- 
cipal trading areas. Furthermore, 
countries like France, the Nether- 
lands, and the United Kingdom 
have also been greatly affected 
by the loss of much of their over- 
seas investments at the same time 
that they have been incurring 
large dollar indebtedness. 


Yet, even though internal eco- 
nomic balance still must be con- 
solidated and there still remains 
a need for structural adjustments 
in production and trade, many 
countries appear to be making 
greater strides toward stabilizing 
their economies, domestically and 
externally, than at any time since 
the war. More particularly, the 
sterling area, which accounts for 
more than one-fourth of total 
world trade, seems to be on its 
way to a more nearly sustainable 


pattern in its international ac- 
counts. 
IV 
Cenclusion 
Far from demonstrating the 


prevalence of an intractable “dis- 
equilibrium,” the postwar dollar 
“shortage” for the most part has 
therefore been a sign of the rapid 
recovery of Western Europe and 
its overseas currency areas, and 
of the free gifts made by the 
United States and Canada to speed 
up postwar rehabilitation and re- 
construction. A rapid economic 
expansion and an acceleration. of 
investment throughout the free 
world during the earlier postwar 
years was one of the major pur- 
poses of United States foreign 
policy. Now that the recipients of 
American aid have succeeded in 


employing their own resources 
fully and in restoring fiscal and 
monetary order, the dollar “short- 
age” is largely disappearing. Even 
though it is not possible to isolate 
the fundamental] factors working 
toward a dollar equilibrium from 
the temporary and extraneous 
ones, these favorable circum- 
stances must not be allowed to 
obscure the remarkable improve- 
ment in the basic international 
economic situation that has been 
achieved thus far. 

Today, the main cause for skep- 
ticism is the fact that the closing 
of the dollar gap is taking place 
in an environment in which the 
ability of non-dollar countries, 
especially most Western European 
nations, has not yet been tested 
by currency convertibility and a 
reduction in trade discrimination. 
Nevertheless, recent developments 
have given rise to new hope that 
many of these countries, even 
while continuing to meet heavy 
defense requirements, will suc- 
ceed in the triple task of stabiliz- 
ing their currencies, reestablish- 
ing efficient, flexible and self- 
supporting economies that alone 
can insure balanced growth, and 
rebuilding their monetary re- 
serves. These developments have 
also strengthened the conviction 
that, if the recent improvement 
in the international payments 
position is to be sustained, effec- 
tive policies will have to be de- 
vised in the United States as well 
as abroad, to promote a much 
more integrated pattern of world 
trade. 


V. M. Ruch & Co. Formed 


BUFFALO, N. Y.—V. M. Ruch 
& Co., Inc. has been formed with 
offices at Ellicott Square to act 
as brokers and dealers in indus- 
trial, railroad, and public utility 
stocks and bonds. Officers are 
Mrs. Virginia M. Ruch, President 
and Treasurer, and Paul E. Ruch, 
Secretary and Assistant Treasurer. 
Mrs. Ruch was formerly an officer 
of Edward Cornelius & Co., Inc. 


Oakes Adds. to Staff 


(Special to THe Financia, CHRONICLE) 


MIAMI, Fla.—Geéorge G. Schorr 
has been added to the staff of 
Oakes & Co., Ingraham Building. 
He was previously with Barham 
& Co. 


Now David Blau & Co. 


The firm name -of Salkin Blau 
and Company, Ine., 1457 Broad- 
way, New York City, has been 
changed to David Blau & Com- 
pany, Incorporated. 


Now Cons. Inv. Services 


NORFOLK, Va; — Nicholas P. 
Kostopulos is now conducting his 
investment business under the 
firm name of Consolidated Invest- 
ment Services, from offices at 201 
Plume Street. 


F I F Management Corp. 


DENVER, Colo: — The firm 
name of Investment Service Cor- 
poration, 444 Sherman Street, has 
been changed to F I F Manage- 
ment Corporation. 


IN MEMORIAM 
Floyd W. Mundy 


Floyd W. Mundy, senior partner 
of the New York Stock Exchange 
firm of James H. Oliphant & Co., 
passed away Nov. 16 at Doctors 
Hospital, this city, after an illness 
of several months. Mr. Mundy 
came to New York from his native 
city of Chicago in 1903 to join the 
Oliphant firm, of which he be- 
came the managing partner in 
1907, following the demise of 
James H. Oliphant. 

Mr. Mundy was a graduate of 
Cornell University in 1898 and a 
member of several New York 
clubs, a former Treasurer of Sigma 
Phi and a Trustee@f Madison Ave- 
nue Presbyterian Church. 








Exchange Firms Ass’n 
Elect New Officers 


Horace W. Frost, a resident Bos- 
ton partner of Tucker, Anthony 
& Co., was elected President of 
the Association of Stock Exchange 
Firms for the 
1953-54 fiscal 
year by the 
Board of Gov- 
ernors at its 
annual meet- 
ing here this 
afternoon. He 
succeeds Ros- 
coe C. Ingalls, 
Ingalls & 
Snyder, New 
York, who has 
served in that 
capacity since 
Nov. 1952. Mr. 
Frost entered 
the securities 
business with his present firm in 
1915, becoming a partner in 1935. 

Eugene M. Geddes, Clark, 
Dodge & Co., New York, and John 
J. Sullivan, Bosworth, Sullivan & 
Co., Denver, were elected Vice- 
Presidents, and James J. Lee, W. 
E. Hutton & Co., New York, 
Treasurer. 

New Governors elected for 
varying terms to the Board of 35 
at the annual meeting are: 

Henry M. Cook, Newhard, Cook 
& Co., St. Louis; Van R. Halsey, 
Carlisle & Jacquelin, New York; 
John H. Kitchen, George D. B. 
Bonbright & Co., Rochester; 
Robert J. Lewis, Estabrook & Co., 
New York; Charles McKenna 
Lynch, Jr., Moore, Leonard & 
Lynch, Pittsburgh; Herbert O. 
Peet, H. O. Peet & Company, 
Kansas City; James H. Scott, Scott 
& Stringfellow, Richmond: Wick- 
liffe Shreve, Hayden, Stone & Co., 
New York; Edward F. Thompson, 
Jr., Lamson Bros. & Co., Chicago; 
George H. Walker, Jr., G. H. 
Walker & Co., New York: and 
Lloyd C. Young, Lester, Ryons & 
Co., Los Angeles. 


Governors re-elected were: 
Roger Cortesi, Auchincloss, Park- 
er & Redpath, New York: Walter 
Maynard, Shearson, Hammill & 
Co., New York; and Sewell S. 
Watts, Jr., Baker, Watts & Co., 
Baltimore. 


Elected as the Nominating Com- 
mittee for 1954 were: Harold L. 
Bache, Bache & Co., New York; 
Maynard C. Ivison, Abbott, Proc- 
tor & Paine, New York: Walter 
W. Stokes, Jr., Stokes, Hoyt & Co., 
New York; Max J. Stringer, Wat- 
ling, Lerchen & Co., Detroit: and 
C. Newbold Taylor, W. H. New- 
bold’s Son & Co., Philadelphia. 


Following the annual meeting 
of the Board, Mr. Ingalls and the 
retiring Governors were honored 
at a dinner attended by many 
past Presidents and Governors 
which had added significance in 
that it marked the 40th Anniver- 
sary of the Association. The retir- 
ing Governors are: 


Henry I. Cobb, Jr., De Coppet & 
Doremus, New York; Ralph W. 
Davis, Ralph W. Davis & Co., 
Chicago; Russell E. Gardner, Jr., 
Reinholdt & Gardner, St. Louis; 
Edward H. Hilliard, J. J. B. Hil- 
liard & Son, Louisville; Maynard 
C. Ivison, Abbott, Proctor & Paine, 
New York: F. Warren Pershing, 
Pershing & Co., New York: Frank 
C. Trubee, Jr., Trubee, Collins & 
Co., New York: Hans A. Widen- 
mann, Carl M. Loeb, Rhoades & 
Co., New York; and Phelps Witter, 
Dean Witter & Co., Los Angeles. 


Horace W. Frost 


Allen Inv. Co. Formed 


Specia) 10 Tur FINaNcrIaL CHRonIcie) 
BOULDER, Colo.—Allen Invest- 
ment Company has been formed 
with offices at 1921 Fourteenth 
Street to engage in the securities 
business. Officers are Allen J. 
Lefferdink, President: Leslie L. 
Sayre, William Hopkins, J. O. 
Robinson and James S. Rice, Vice- 
Presidents; and H. B. Holmes, 
Secretary and Treasurer. 
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Indications of Current 


Business Activity 





Latest 
AMERICAN IRON AND STEEL INSTITUTE: Week 

Indicated steel operations (percent of capacity).._.__.____ Nov. 22 §91.3 
Equivalent to— 

Steel ingots and castings (net tons) iat ~. Nov. 22 $2,057,000 

AMERICAN PETROLEUM INSTITUTE: 

Crude 01] and condensate output—daily average (bbls. of 
OR ee RT Ie Sse Nov. 7 6,130,000 

Crude runs to eg age 8 ee ee Nov. 7 16,962,000 

ee Se Nov. 7 23,552,000 

Kerosene output (bbis.) SALT TS on Ss SR Sh ig SE Ao, 0 Nov. 7 2,314,000 

Distillate fuel. oil output (bbis.)_..._...___._...____-__ Nov. 7 10,071,000 

Residual fuel oil output (bbis.)__-.________--_____________ Nov. 7 8.252.000 

Stocks at refineries, bulk terminals, in transit, in pipe lines— ‘Eslas 
Finished and unfinished gasoline (bbis.) at__...._____-- Nov. 7 143.732.000 
I SE a, dali delininedbanoneals Nov. 7 27 578 000 
ne eed. 2,0) Sea eae Nov. 7 135,873,000 
er eee rae Nov. 7 51.336.000 

ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (mumber of cars)______________ ee 747,868 
Revenue freight received from connections (no. of cars)_.Nov. 7 638,016 
CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 

NEWS-RECORD: 

I nse I i ti ee Nov. 12 $251,725,000 
ES ESB GELLER SEED Nov. 12 121,145,000 
gS Ee Se ee aE RFT Nov.12 130,580,000 

SE ee eae Nov. 12 107,001,000 
RS a 2 SRR TAS el epee SE EA, Nov. 12 23,579,000 
COAL OUTPUT (U. 8S. BUREAU OF MINES): 

Bitumincus coal and lignite (tons)_..-___________-.___ Nov. 7 8,820,000 

Pennsylvania anthracite (tons)_____...._.__________-_ wean 9 536,000 

RE RE Eye aS A, DG Nov. 7 76,400 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 
SYSTEM—1947-49 AVERAGE = 100 __..__._-____._._.___-_ Nov. 7 122 
EDISON ELECTRIC INSTITUTE: 
a aaa ee eee Nov. 14 8,457,342 
FAILURES (COMMERCIAL AND INDUSTRIAL) —DUN & 
SES SEE aE aes es Pees ov. 12 155 
{RON AGE COMPOSITE PRICES: 

nr St os seiuindtmee Nov. 10 4.634c 

OE TT NS i IE Ao PITRE in PEG ds Nov. 10 $56.59 

BS Pill Sell eae gy Ea Nov. 10 $35.33 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

I Nov. 10 29.675¢ 

fT A Ae LE PRS Nov. 10 29.025c 

Straits tin ‘New York) at____.__ ES OPTS Pees See Nov. 10 81.750c 

Lead (New York) at.__.______ a er, Nov. 10 13.500c 

Lead ‘St. Louis) at________ Rs has. el GE tt ag 2S Nov. 10 13.300c 

Zinc (East St. Louis) at_.__.___ __ cel sllelen dhapcitty aneaidenmiaadae eee ae 10.000c 

MOODY'S BOND PRICES DAILY AV ERAGES: 

Ar es Me I deel Nov. 17 95.31 

ee TEESE Ta ES oe Nov. 17 106.04 

EEL RES PES ae rae er er a. Cp at Nov. 17 110.70 

ee SER erie ey Se Eo) EOE i Se eee 108.16 

RA i ee Pe ee RE ES) IES eee eT ee! Nov. 17 105.86 

a ee ee ee eS ea. =6=6—)ll 100.00 

Railroad Group Ee FEET e Fa eae e eee eee Nov. 17 1023.97 

I a a ash ainbbedal Nov. 37 106.21 

iy ad cll et ile aE a a Pee Pe Nov. 17 107.98 

MOODY'S BOND YIELD DAILY AVERAGES: 

U. S. Government Bonds_-____--_-_- tpandtsonmoncnseegne. Ae 2.85 

RE? GOCPNIINE, ce mpccncnenpeecswscdas omeweewceneoas Nov. 17 3.39 

Asa -...-.--~.-----.~-----~-----------~--------~--++-+--< Nov. 17 3.13 

Q@  ~.....-...----.-.-...------------------------------= Nov. 17 3.27 

.< een ---- -- = ---- =~ ------ we 2e--------------------- 2 Nov. 17 3.40 

NI 6s Satins wnand ngs ndibuhinoiianinktinninmasianl a: 4 oa 

Public Utilities Group_-_--.---._-_.--.._- -tobimanommanan: 4 3.38 

I A ditt cntidtibhbnannanremmascaneeongacntl. 19 3.28 

Cw Eg I See eC eS Nov. 17 396.2 
NATIONAL PAPERBOARD ASSOCIATION: 

fA SS a eee See Nov. 7 355,840 

ge SEE RE Eee Fe ar -_Nov. 7 266,329 

EE Ee eee eae Nov. 7 97 

Unfilled orders (tons) at end of period__._._._.__._________. Nov. 7 510,994 

OIL, PAINT AND DRUG REPORTER PRICE INDEX— 
1949 i AE Oe ee eee le 106.07 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 

EXCHANGE — SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases) — 

Number of orders_...__._-- sittienandininiitien did divin encnntinnintetiabindeial Oct. 31 24,150 

RD eS lds lak cea cat dndectnapiacindnce-alttadliab manatees Oct. 31 699,998 

i ET PE LI ee ee Oct. 31 $33,439,247 

Odd-iot purchases by dealers ‘customers’ sales )— 

Number of orders—Customers’ total sales__.___________Oct. 31 22,524 
nL a Oct. 31 257 
EATER, EE eee amas: 2 22,267 

Mumber of shares—Totai sales_.........______________ Oct. 3 654,992 
EE ee eee nistiemadil Oct. 31 9,146 
Customers’ other sales____- ispaleny Aaneetniienatndniieataaenael Oct. 31 645,846 

De atte ncn einaninbntithes eapieaaien ial Oct. 31 $24,948,106 

Round-lot sales by dealers— 

Number cf shares—Tota! sales__..._._...._____________. Oci. 3 226.680 
EE RE ae NE ee a ee es 
EE 7 ED enibiceniiantn di neincmanenticntn dabei icihdeincbdendinanallll Oct. 31 226.680 

Round-lot purchases by dealers— 

a a Mt. 31 264,050 

TOTAL ROUND-LOT STOCK SALES ON THE NEW YORK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): 

Total Round-lot sales— 

ge RR IEE Se ne ee Oct. 24 343,740 

EN SS Sn meee, ee Aoi OOS 6,407,510 

Total sales —....._.__ Se ee eS ees ee ee Oct. 24 6,751,250 
BOUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in which registered— 

Total purchases __....__ davaitiialin PEL hae) 43 --Oct. 24 704,920 
Short sales eenietndnebntiennens ‘ ulittchindi duns ae Se 148.510 
Ee a ae soad ait. 34 567,910 

Total sales ___- fs RE: A elt Tt 8) 4 716,420 

Other transactions initiated on the floor— 

Total purchases _____ wba 7 arth ee 258.780 
SS eae wale a ae See SS Oct. 24 31,600 
ee ewe . ee. 251.550 

BF EE eT ee Ci er ee ee ~---Oct. 24 283,150 

Other tran 1sactions initiated off the floor- - 

EES ET ae, 263,105 
SS ee ae ‘ana mat. 22 43.900 
gf RE NB ON aT MF Oct. 24 276.157 

EE EE ee ee << - 320,057 

Total rovnd-lot transactions for ‘acc ount of members— 

Total purchases ____-_ RARE Se 6 REN 4 ---Oct. 24 1,226,805 
TY i cnieisdliasaiiaititia da (initiated Oct 4 224.010 
i EEE ee ee ee ee ae Oct. 24 1,095,617 

Le a ee De a ar -Oct. 24 1,319,627 

WHOLESALE PRICES, NEW SERIES” — Uz. s. DEPT. OF 

LABOR — (1947-49 =— 100): 

Commodity Group— 

EE a eT en aes, UY ee Nov. 10 109.9 

I ee aie > ie 93.8 

RS EE: eS 2 eek Nov. 10 104.2 

ee Pe pinnate. Te 85.4 

All corrmodities other than farm and foods___ occese ON: 1G 114.5 

*Revisec figure. f{Includes 651.000 barrels of foreign crude runs 

as of Jan. i, 1953 as against the Jan. 1, 1952 basis of 108,587,670 tons. 
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The following statistical tabulations cover production and other figures for the 
Dates shown in first column are either for the 


latest week or month available. 
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week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
*92.3 


*2,081,000 


$152,790,000 
88,529,000 
64,261,000 
56,008,000 
8,253,000 


9,120,000 
604,000 
*83,100 


113 
8,397,523 
207 


4.634c¢ 
$56.59 
$35.33 


29.675c 
28.875c 
81.500c 
13.500c 
13.300c 
10.000c 


95.14 
106.39 
111.44 
108.52 
106.04 
100.00 
104.31 
106.39 
108.52 
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ww 


227,040 
257,169 

96 
423,728 


105.98 


23,472 
657,320 
$29,262,676 


22,299 

218 

22,081 
629.446 
7,566 
617.880 
$23,996,230 


205,900 
205,900 


235,930 


286. 
800 
6,086 


570 
330 
900 


uw 


627,120 
127.010 
510,360 
37,370 


900 

15,200 
155,280 
171,780 


.190 

800 
.195 
253,995 


1,050,210 
184.610 
878.535 
1,063,145 


109.9 
*93.5 
*104.8 
86.9 
*114.5 


§Based on new annual! 


Month 


$268 ,942,000 
101,896,000 
167,046,000 
127,670,000 

39,376,000 


9,275,000 
699,000 
84,700 


120 
8,264,800 
169 


4.634c 
$56.59 
$32.33 


29.675c 
28.225¢c 
80.500c 
13.500c 
13.300c 
10.000c 


95.23 
105.17 
110.34 
107.09 
104.66 

98.88 
103.30 
105.00 
106.92 
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231,884 
259,457 

97 
560,609 


105.99 


20,711 
594,442 
,018,112 


ew 
nN 
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17,730 

216 

17,514 
503,649 
8,575 
495,074 
$19,096,128 


140,320 
140,320 


236,430 


ou 
ww 

ou 
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173,200 
194,900 


218.630 

44.150 
180,855 
225,005 


~ 


,061,920 
191,110 
850.985 

1,051,095 


capactit of 


Year 
Ago 
106.5 


2,212,000 


6,612,300 
6,860,000 
23,465,000 
2,713,000 
10,376,000 
8,478,000 


121,374,000 
33,383,000 
120,146,000 
53,602,000 


829,295 
716,617 


$411,529,000 
249,420,000 
162,109,000 
90,479,000 
71,630,000 


9,953,000 
943,000 
82,300 


118 
7,883,878 
148 


4.376¢ 
$55.26 
$42.00 


24.200c 
34.850c 
121.250c 
14.125¢ 
13.925c 
12.500c 


97.03 
109.24 
113.31 
111.81 
108.88 
103.64 
106.39 
109.60 
112.19 
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372,747 
243,283 


581,039 


109.50 


26,523 
746,001 
2,901,925 


20,261 

89 

20,172 
584,913 
3,370 
581,543 
$23,670,713 


164,790 


164,790 


329,920 


170 
.710 
,880 


ww 
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543,850 
109,580 
449,040 
558,620 


102,820 
8,100 
98,500 
106,600 


170,680 

29,540 
197,001 
226,541 


817,350 
147,220 
744,541 
891,761 


110.7 
104.3 
106.3 
101.3 
113.0 


117,547,470 tons 








ALUMINUM (BUREAU OF MINES): 
Production of primary aluminum in the U. S. 
(in short tons)—Month of August_.______ 
Stocks of aluminum (short tons) end of Aug. 


AMERICAN GAS ASSOCIATION—For Month of 
September: 

Total gas (M therms) a a ore 
Natural gas sales (M thermis)_ Rindeete 
Manufactured gas sales (M therms) 
Mixed gas sales (M therms) 


at ae PETROLEUM INSTITUTE—Month 
of July: 
Total domestic production (barrels of 42 gal- 
i gf Sree be 
Domestic crude oil output (barrels) ___ 
Natural gasoline output (barrels) 
ae | eee eae 
Crude oil imports (barrels)_-_.._.________- 
Refined products imports ‘barrels)_______ 
Indicated consumption domestic and export 
(barrels) 
Increase 


all stocks 


(barrels) - 


AMERICAN ZINC INSTITUTLE, INC.—Month 
October: 
Slab zinc smelter output, 
2,000 pounds) schdidhadabiintieid mide 
Shipments (tons of 2,000 pounds) _ a 
Stocks at end of period (tons)_...__-__-_~-~- 
Untilled orders at end of period (tons) 


of 


all grades (tons of 


COAL OUTPUT (BUREAU OF MINES)—Month 
of October: 
Bituminous coal and lignite (net tons) —_ 
Pennsylvania anthracite (net tens)__-—- 
Beehive coke (net tons)_.................. 


COKE (BUREAU OF MINES)—Month of — 
Production (net tons) —___- 
Oven coke (net tons) SS ee 
Beehive coke (net tons)..._--.------~-_. 
Oven coke stocks at end of month (net tons ) 


COPPER INSTITUTE — for menth of Sept.: 
Copper production in U. S. A.— 
Crude ‘tons of 2,000 pounds) iveal 
Refined (tons of 2,000 pounds) - 
Deliveries to fabricators— 
In U. 8. A. (tons of 2,000 pounds) 
Refined copper stock at end of & carved (tons 
of 2,000 pounds) ; 


DEPARTMENT STORE SALES (FEDERAL RE- 
SERVE SYSTEM—1947-19 Average—-100)— 
Month of October 

Adjusted for seasonal variations 

Without seasonal adjusiment ae 

EDISON ELECTRIC INSTITUTE: 

Kilowatt-hour sales to ultimate consumers— 
Month of Aug. (000's omitted) 

Revenue from ultimate customers—month of 
August .- 

Number of ultimate customers at August 


HOUSEHOLD WASHERS AND IRONERS 
STANDARD SIZE — (AMERICAN HOME 
LAUNDRY MANUFACTURERS’ ASSOCIA- 
TION)—Month of September: 

Factory sales of washers (units) —- 
Factory sales of ironers (units) —-~ 
Factory sales of dryers (units) 


INTERSTATE COMMERCE COMMISSION — 
Index of Railway Employment at middle of 
September (1935-39 average=-100) 


METAL PRICES (E. & M. J. QUOTATIONS) — 
Averege for month of October: 

Conver ‘(per pound)— 
Electrolytic domestic 
Electrolytic export 

Lead 
Common, New York 
Common, St. Louis 

*tPrompt, London (per long ton) 

tiThree months, London (per long ton)---- 

Silver and Sterling Exchange— 

Silver, New York (per ounce) — 
Silver, London (pence per ounce) 
Sterling Exchange (Check) 

Zinc ‘per pound)—East St. Louis 

Zinc, London, prompt (per long ton) : 

Zinc, London, three months (per long ton). 

Tin (per pound)— 
New York Straiis 

§s$New York, 99% min 


refinery 
refinery 


(per pound) -_-_- eed 
(per pound) 


Gold (per ounce, U. S. price) 
Quicksilver (per flask of 76 pounds) 
‘Antimony (per pound) (E. & M. J.) 
Antimony (per pound) bulk, Laredo 
Antimony (‘per pound) in cases, Laredo 
Fiatinum, refined (per ounce) 


*Cadmium (per pound) 

tCadmium (‘per pound) 

‘Cadmium ‘per pound) 

Cobalt, 97’ ‘ ‘ . 
Aluminum, 99%. plus, ingot ‘(per pound) 
Magnesium ingot (per = 

** Nickel 


MOTOR VEHICLE FACTORY SALES FROM 
PLANTS IN U. 8.—AUTOMOBILE MANU- 
FACTURERS' ASSN.—Month of September 

Total number of vehicle: 
Number of passenger cars 
Number of motor trucks 
Number of motor coache 


PORTLAND CEMENT (BUREAU OF MINES)— 
Month of September: 
Production (barrels) 
Shipments from mills (barrels) 
Stocks ‘at end of month—barrels) 
Capacity used “ ; 


RAILROAD EARNINGS CLASS I ROADS (As- 
SOCIATION OF AMERICAN RRs.)—Month 
of September 

Total operating revenues . 

Total operating expenses 

Operating ratio - ia eceddinttnieytinabids 

Taxes 

Net railway 
Net income 


operating income before charge 
after charges (estimated) -- 


*Revised figure. 
producers’ and platers’ quotations. 
"Domestic. five tons or more but less than 
tained. **P.o.b. Port Colburne, U. 8S. duty 
and otation at morning session of 


ask qt 


+Based on the producers’ quotation. 


carload lot, 
included 


Latest 
Month 


110,545 
24,378 


3,578,696 
3,400,783 
52,4338 
125,475 


224,855,000 
204,701,000 
20,092,000 
62,000 
19,513,000 
9,812,000 


233,983,000 
20,197,000 


84,031 
67,175 
158,417 
25,950 


40,670,000 
2,904,000 
370,000 


6,401,979 
6,032,478 

369,501 
2,475,217 


87,160 
114,760 


104,886 
72,907 


33,030,729 


$580,125,700 
49,357,205 


340,532 
9,113 
86,461 


117.1 


29.598c¢ 
28.522c 


13.500c 
13.300¢ 
£92,534 
£88.852 


82.250c 
74.000d 
$2.20607 
10.000c 
£73.778 
£70.932 


80.904c 
79.904c 
$35.000 
$182.423 
37.970« 
34.500c 
35.000c 
$9°2.000 
$2.00000 
$2.07500 
$2.15000 
$2.40000 
21.500c 
27.000c 
60.000c 


573,688 
475,289 
98,051 
348 


23,795,000 

27,417,000 

12,823,000 
102% 


$904, 
673, 


263,439 
209,889 
74.45 
$111,323,268 
99,941,786 
80,000,000 


boxed. 
ttAverage ol 
London Metal Exchange 


Previous 
Month 


109.285 
17,848 


3,487,202 
3,315,116 
50,950 
121,136 


217,321,000 
197,837,000 
19,439,000 
45,000 
21,207,000 
10,298,000 


240,428,000 
8,398,000 


*81,211 
57,547 
*141,561 
27,323 


41,095,000 
*2,650,000 
*369,500 


*6,724,779 
*6,311,134 

*413,645 
*2,375,697 


*84,953 
*108,974 


106,985 
78,825 


*106 
*110 


31,951,012 


$566,985,200 
49,210,737 


291,260 
8,067 
70,774 


118.5 


29.623c 
28.688c 


13.740c 
13.540c 
£93,344 
£89.341 


85.250c 
74.000d 
$2.80271 
10.180c 
£70.210 
£69.366 


82.350c 
81.350c 
$35.000 
$185.200 
37.970¢ 
34.500c 
35.000c 
$92.000 
$2.00000 
$2.07500 
$2.15000 
$2.40000 
21.500c 
27.000c 
60.000c 


*615,382 
513,457 
101,478 

*447 


24,289,000 

27,092,000 

16,401,000 
101% 


$924,753,910 
689,467,155 
74.56 
$112,211,991 
101,635,605 
82,000,000 


dally 


Year 
Ago 


115 
120 


28,797,925 


$512,854,100 


47,910,863 


24.200¢ 
34.751c 


$942,156,597 
674,593,772 


$129,533, 241 
121,311,182 
99,000,000 


tBased on the average of the 
SAverage of quotation on special shapes to platers. 
$$Price for tin con- 
mean of bid 
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@ales programs revised. The 
result of these decisions — call 
them economic forces, if you will 
-——was that the weak spot in our 
economy tended to be corrected. 
Since the dangerous liquidation 
predicted never came to pass, 
many people thought that the 
economists who made the predic- 
tions were wrong. Actually the 
Zorecast that the high level of in- 
ventories might lead to serious 
conomic consequences was not 
wrong. In fact, the economic anal- 
ysis served its purpose as one of 
the tools of management. 

Of what use, if any, are fore- 
easts to investors? It should be 
@enerally recognized that anyone 
dealing with investments deals 
with uncertainty. The wisdom of 
every decision will be influenced 
ty unknown future developments. 
Hence the most that can be done 
is to recognize the probable risks, 
@s well as the potential gains, and 
to take adequate precautions. 
¥ven though every recognizable 
gact seems to point toward a defi- 
nite change in the level of secu- 
rities prices, a trust officer would 
be foolhardy indeed not to rec- 
@gnize the risk that such a change 
@ay not occur. He must exercise 
@ greater degree of caution than 
an individual investor does be- 
«cause his decisions are usually 
judged by those who have all the 
@dvantages of hindsight, while 
the person who manages only his 
«wn investments has to rational- 
éze his mistakes only to himself. 

Decisions made by government 
@fficials, investors, and business 
men imply assumptions about the 
Jong-term outlook of the national 
©conomy. Since the probability of 
accuracy decreases rapidly as the 
period of the forecast increases, 
policy makers in their public 
@peeches and pronouncements 
fend to explain their decisions 
@olely in terms of the near-term 
economic outlook. Such opinions 
way be helpful to the short-term 
trader, but they are often con- 
@idered of dubious value to the 
jong-term investor. A long term 
analysis, on the other hand, 
should establish a frame of ref- 
erence within which day-to-day 




















































































































investment decisions may — cau- 
tiously—be made. 
‘ An appraisal of the economic 


outlook for trust investments 
should cover the economic outlook 
for fixed income investments—that 
4s, high grade bonds and preferred 
stocks—and for equity securities. 
wo main factors which influence 
the future outlook for fixed in- 
come securities are the level of 
interest rates and the fixed charge 
coverage. The outlook for equity 
#ecurities hinges on (1) the out- 
look for corporate earnings; (2) 
fhe outlook for dividends; and 
(3) the rates at which investors 
@enerally will tend to capitalize 
the earnings and dividends. Thus 
@he principal factors affecting 
both types of securities may be 
examined under four headings: 
the outlook for interest rates, cor- 
porate earnings. corporate divi- 
dends, and the level of the stock 
enarket. 


The Outlook for Interest Rates 


One method of attempting to 
@ppraise the economic future is to 
mote what the past trend has 
teen, and then to weigh the forces 
which probably would tend to 
sustain the existing trend against 
the forces which would tend to 
Rimit or reverse that trend. Be- 
cause an established trend usually 
ghas a certain momentum, the lim- 
fitng forces must become fairly 
powerful to slow down and finally 
#o reverse the past trend. 

Interest rates do not stand still 
fin a dynamic and growing econ- 


Outlook for Business, Interest 
Rates and Stock Market 


omy unless they are frozen by ac- 
tion of the government or the 
central bank. Movements upward 
and downward usually reflect the 
basic forces of supply and demand 
for credit, but many changes may 
be brought about almost entirely 
as the result of government mone- 
tary or fiscal policy. These three 
forces will be examined in turn. 


The Demand for Funds: The 
private demand for investment 
funds arises largely from three 
sources: (1) the investment in 
plant and equipment; (2) the in- 
vestment needed for construction; 
and (3) the investment for busi- 
ness inventories. Expenditures for 
plant and equipment have aver- 
aged about $21 billion annually 
since 1945. This is at a rate two 
and one-half times as great as 
during the expansion of the 
1920's. 


Why has our economy expanded 
at such a rate over so long a 
period? Undoubtedly during the 
1930’s the plant and equipment had 
not been built at a rate sufficient 
to keep pace with the normal ex- 
pansion of productivity and pop- 
ulation. It has been estimated 
that by the end of 1939 there was 
a $40 billion deficiency. The ex- 
penditure of more than $169 bil- 
lion in the last eight years, how- 
ever, has been sufficient to make 
up for the deficiency and to pro- 
vide adequate facilities to expand 
production at a rate higher than 
our normal rate of secular growth. 

Since 1950 the expenditure for 
plant and equipment has been at 
an average annual rate of $25 
billion. Both prohibitively high 
corporate taxes and qa law per- 
mitting rapid amortization of new 
facilities have encouraged an 
expansion of plant and equipment 
at a faster rate than the demand 
for the products produced by the 
plant and equipment. The limit- 
ing factors which are building up 
to slow down this rapid rate of 
expansion appear strong, while 
the forces which have sustained 
the rapid rate of growth—ex- 
panding markets and high profit 
margins—appear to be somewhat 
weak. 

Assume that for the next seven 
years the average demand for 
funds for plant and equipment 
will be less than the demand dur- 
ing 1953, but will be as great 
as the average over the last eight 
years. Such a demand would per- 
mit a growth in industrial capa- 
city sufficient to meet both the 
increased demands of a growing 
population and a rising standard 
of living comparable to our past 
rate of growth. It would mean 
a reduction from the 1953 level of 
about $7 billion in the demand for 
funds, or a reduction of over $4 
billion from the average annual 
demand during the years 1951, 
1952 and 1953. 

The expansion of business in- 
ventories has averaged about $4 
billion a year, but in the last 
three years they have shown a 
greater dollar increase. It should 
be noted that the increase in 
business inventories has not 
shown as large a percentage gain 
in the years 1939-1953 as the in- 
crease in total business sales. In 
other words, while there is at 
present much discussion about the 
fact that inventories are too high, 
an even further expansion of in- 
ventories could be anticipated 
if one believes that business sales 
in general over the next six years 
will be maintained in dollar vol- 
ume. On the average, however, 
unless one can foresee substan- 
tial increases in total sales, there 


is reason to believe that the de- 
mand for funds to increase busi- 
ness inventories will not average 


The 


more than $2 billion a year be- 
tween now and 1960. 

The expansion in construction 
over the past eight years has been 
phenomenal. The average annual 
expenditures for residential con- 
struction has been $10 billion; 
for other types, it has averaged 
$9 billion annually. The rate of 
residential construction has 
tended to be more rapid than the 
rate of formation of families for 
some time. It appears that we 
are nearing the point at which 
there would be no housing short- 
age. Hence the pent-up demand 
from the years of underbuilding 
has probably been satisfied. A 
primary factor in determining the 
future demand, therefore, will be 
the rate of family formations. Be- 
cause the low birth rate in the 
period of the depression will 
necessarily mean a low rate in 
family formation, it does not seem 
likely that there will be an in- 
crease in the rate of residential 
building. A reduction to an aver- 
age annual level of $9 billion 
would not seem unduly pessi- 
mistic. 

For the last three years, 1951- 
1953, commercial and other types 
of construction have averaged 
about 25% higher than in the 
years of 1948 and 1949. It is dif- 
ficult to foresee any single over- 
whelming, stimulating force which 
would lead to an increase in the 
rate of such construction. At the 
same time there are limiting 
forces: namely, the fact that ac- 
cumulated shortages have been 
largely overcome. Hence future 
expansion at a normal rate would 
call for much smaller annual ex- 
penditures. A reduction to the 
average level of the last eight 
years—a level almost five times 
as great as the prewar level— 
would mean annual expenditures 
of about $9 billion, $4 billion less 
than in 1953, and about $3 billion 
less than the average for the last 
three years. 

My attempt here is not to seek a 
high degree of accuracy in each 
of these estimates, but rather to 
define in broad outline the prob- 
able future demand for funds 
relative to the supply. On the 
basis of the foregoing assump- 
tions, over the next six years the 
future annual demand for funds 
for gross private domestic invest- 
ment may well be $12 billion less 
than the annual average demand 
in the period 1951-1953. 


Public construction for the past 
eight years has averaged $7 bil- 
lion annually. New construction 
expenditures of State and local 
governments have increased from 
less than $1 billion in 1945 to more 
than $6'2 billion in 1952. Despite 
this increase, only recently have 
outlays begun to exceed the 
amounts necessary to meet newly 
arising requirements for facilities. 
Many feel that the needs for new 
construction on the State and local 
levels are of such magnitude that 
annual expenditures must be in- 
creased considerably. Although 
voters are not always enthusiastic 
about increased borrowing or 
higher taxes, the demand for cer- 
tain facilities makes it appear 
reasonable to assume that expend- 
itures for public construction will 
tend to expand at such a rate that 
over the next six years they will 
average about $13 billion an- 
nually. This increase, however. 
will not be sufficient to offset the 
probable decrease in demand for 
funds previously considered. 


The Sources of Funds: From this 
analysis it looks as if there will 
be a reduced demand for funds. 
The next factor to consider is the 
supply of funds available to meet 
the demand. Primarily, it is the 
relative size of the supply that 
should be considered. 

One of the principal sources of 
money is the savings of individ- 


uals. Two types of savings are 
important. One, which may be 
called voluntary, is exemplified 


by the time and savings deposits 
in commercial banks, by share 
accounts in savings and loan as- 
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sociations, by deposits in mutual 
savings banks, and by purchases 
of savings bonds. From 1945 
through 1952 the average annual 
savings of these types was $7 bil- 
lion. If we assume equal savings 
will be made over the next six 
years, it will mean that $7 billion 
will be seeking an outlet each 
year. Note that there are other 
methods of voluntary savings 
which have not been included. 

A second type of savings of 
growing importance is contrac- 
tual savings. Under this type the 
saver is Obligated by contract to 
make payment. Hence it becomes 
almost an involuntary type of 
savings. Last year such net pay- 
ments on insurance, pension, and 
retirement plans amounted to over 
$9 billion, an increase of more 
than 50% over 1949. It is unlikely 
that the size of such payments 
will be reduced. 

An important source of con- 
tractual savings arises from the 
fact that a large part of mortgage 
debt is on an amortized basis. At 
the end of 1952 the gross mort- 
gage debt of non-corporate bor- 
rowers amounted to $82 billion, 
while the long-term debt of cor- 
porations was about $84 billion. 
Assuming that payments on prin- 
cipal of these debts total 5% an- 


to a rapid recovery. Government 
action would not have had to be 
decisive or immediate since the 
shortages created in the war and 
prewar period had not been ful- 
filled. 

What forces in our domestic 
economy today cana policy maker 
in Washington find which would 
tend immediately to stop a reces- 
sion or to bring about an upturn 
before a long and protracted pe- 
riod of liquidation had taken 
place? 

This is no attempt to convey 
the idea that our economy is on 
the brink of a substantial decline. 
A review of recent economic de- 
velopments indicates, however, 
that the present rates of expendi- 
tures for the construction of plant 
and equipment will probably not 
be maintained. A review of the 
production of consumer durable 
goods and the expansion in con- 
sumer credit would indicate that 
most of the immediate wants of 
consumers for durable goods have 
been met. Thus my intent is to 
emphasize a fact which undoubt- 
edly is recognized in Washington: 
namely, that a recession once un=- 
derway cannot be stopped by 
monetary and fiscal policies and 
that underlying forces in the do- 


nually, these payments alone Mestic economy do not seem suf- 
would furnish over $8 billion an- ficiently strong to hasten recov- 
nually. ery, even from a mild recession, 


Business expenditures have before a long and perhaps painful 


been financed from internal Period of liquidation has taken 
sources—that is, from deprecia- place. 
tion allowances and retained prof- The Objectives of the Federal 


its—as well as from the capital 
markets. At the present rate of 
depreciation corporations are ex- 
pected to receive an average of 
$10 billion annually over the next 
six years. This is about twice as 
much as was furnished from this 
source in 1946. 

During the last eight years cor- 
porations have retained about $8 
billion in profit annually. Even 
though corporate earnings before 
taxes may decline somewhat in 
the next six years, the reduction 
in taxes will probably be such as 
to permit retained earnings of at 
least $10 billion annually—or at 
a rate comparable to that in effect 
for the past three years. 

The conclusion to be drawn 
from this analysis is that while 
the combined demand for funds 
by the private sector of the econ- 
omy and by State and local gov- 
ernments is expected to fall, the 
supply of funds to meet these de- 
mands is expected to rise. The 
combined force of these two de- 
velopments would be to lower 
rather than to increase interest 
rates. 


The Outlook for Fiscal Policy: 
The Federal Government by its 
monetary and fiscal policies may 
influence interest rates by in- 
creasing the demand for funds, by 
increasing the supply of funds, or 
by direct action. In this analysis 
no attempt will be made to pre- 
dict which party will be in power 
in Washington. Instead, my at- 
tention will be centered on the 
policies and objectives which will 
probably be followed by govern- 
ment authorities. Thus any im- 
plications are strictly non-partisan 
and non-political. 

The present Administration has 
set up certain general objectives 
to which most thinking people 
seem to subscribe. It is with these 
that we shall deal. In a pre-elec- 
tion pledge President Eisenhower 
stated, “Never again shall we al- 
low a depression in the United 
States.” 


The President and his advisers 
know full well that the forces 
generated by an important down- 
turn in business are self-acceler- 
ating and gain momentum rapidly. 
A government intent on prevent- 
ing a depression will determine 
its policies largely on the basis of 
the position of the economy. Had 
a depression followed shortly after 
the end of the war, or had there 
been a more serious depression in 
1948 or 1949, there were then eco- 
nomic forces which could have led 


Government 


Government officials have 
stated other important economic 
objectives. Again you will doubt- 
lessly agree with the objectives, 
even while disagreeing with the 
priority assigned to them. From 
government actions and stated 
policies one would appear justi- 
fied in concluding that the an= 
nounced objectives have been 
given the following priority: (1> 
prevention of a depression; (2) 
no further decline in the value of 
the dollar; (3) management of 
the public debt so as to assure 
the continued success of Treasury 
financing; (4) gradual extension 
of the length of the maturities of 
the public debt; (5) balancing the 
budget. 


In view of these objectives, 
what role can the government be 
expected to play and how will 
its actions affect the level of in=- 
terest rates? An examination of 
its actions to date may help ma- 
terially in appraising its future 
actions. 

At the beginning of 1953 there 
seemed to be little reason to take 
drastic action to avert a depres- 
sion since inflationary forces were 
then not only strong but gaining 
momentum, Consequently an at- 
tempt was made to keep the boonr 
from reaching speculative pro- 
portions. To do this the Treas- 
ury tried to accentuate a trend 
toward higher interest rates which 
had been developing for some 
time. At the beginning of 1948 
Treasury Bills sold on a 1% yield 
basis. The rate climbed steadily 
(with a slight interruption of the 
rise in 1949) until by 1951 it was 
up to 142% and by December, 
1952, it had reached 2%, where it 
remained substantially unchanged, 
until April. 

The yield on Aaa bonds had 
risen slowly since 1950 until it 
averaged 2.96% in 1952. During 
the first three months of this year 
there was some pressure on bond 
prices to decline and yield rates 
to rise. On April 9 the Treasury 
Department announced that it 
would issue $1 billion of 30-year 
fully marketable 344% bonds 
This was *s of 1% higher than 
the highest marketable Treasury 
bonds then outstanding. This of- 
fering, coming when it did, piaced 
an added strain on the long- 
term capital market. The offer 
led to some downward adjust- 


ments in the market price of Oute 
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standing 
bonds. 

In April, the Chairman of the 
Board of Governors of the Fed- 
eral Reserve System stated that 
“only very rarely is there likely 
to be a disorderly situation (in 
the government bond market) 
that would require Federal Re- 
serve intervention for reasons 
other than credit policy.” This 
statement was followed on May 
12 by the widely publicized 
statement of the Deputy to the 
Secretary of Treasury that the 
“Treasury must sell its securities 
in the market, at the going rate 
of interest, and not at any arti- 
ficial rate supported by the Fed- 
eral Reserve System.” He also 
stated: “The long-term market 
has been overloaded because too 
many people have been trying to 
borrow at the same time. A delay 
of some projects would be whole- 
some both for the market and the 
business situation.” 

Further comments in May by 
the Chairman of the Board of 
Governors led to the belief that 
the Federal Reserve was going 
to carry out a definite tight 
money program. The Treasury, it 
was assumed, was about to under- 
take a program of competing in 
the long-term capital market, and 
of refinancing some of the short- 
term debt with long-term maturi- 
ties. The belief that interest rates 
might rise further had two re- 
sults—no doubt it tended to dis- 
courage some borrowers from en- 
tering the market, but on the 
other hand, it led some corpora- 
tions, states, and municipalities 
to hasten their offerings in order 
to avoid paying higher rates later. 
This action tended further to de- 
crease bond prices. 

It seems reasonable to assume 
that the objectives of the Treas- 
ury were: first, to prevent a fur- 
ther inflationary wave of rising 
prices; and second, to make the 
debt sounder by extending the 
length of its maturities. The first 
objective was accomplished. Also 
more of the debt was placed with 
non-bank investors. But the 
Treasury has not succeeded in 
lengthening maturities. In fact, it 
has not even managed to hold its 
own in this respect. 


After the yields of municipal 
bonds, Aaa bonds, long-term 
governments, and Treasury bills, 
had reached the highest level in 
20 years, Federal Reserve action 
was undertaken to ease money 
rates. Had the monetary authori- 
ties sought only to ease the credit 
stringency and not to reverse 
their monetary policy, it would 
have been logical to do it with- 
out fanfare. In making money 
more plentiful, however, the Fed- 
eral Reserve announced a reduc- 
tion in reserve requirements. 
Usually changes in reserve re- 
quirements have been used dra- 
matically to indicate a reversal 
of past monetary policies. Con- 
sequently, despite the denials of 
the monetary authorities, it ap- 
pears to some that this was a 
reversal even though when the 
policy change was made, national 
statistics did not seem to indicate 
an imminent downturn in busi- 
ness. 


In the light of these actions it 
seems reasonable to conclude that 
so far as government policy is 
concerned a decline in business 
will most certainly not bring 
about an increase in interest rates. 
A tightening of money rates 
under such circumstances would 
tend to accentuate the decline— 
something that no administration 
would care to do. 


The Treasury faces the problem 


long-term government 


of raising additional funds by 
borrowing. The deficit for the 
fiscal year 1954 is at present 


estimated by Mr. Dodge at about 
$4 billion: a study of estimates of 
receipts and expenditures for 1955 
leads one to expect a deficit of 
more than $5 billion. Some idea 
of the extent to which these fig- 
ures May be underestimated can 
be gained from a study made by 


William R. Biggs, Vice-Presi- 
dent of the Bank of New York. 
His study shows that a decline 
similar to that of 1949—that is, 
an 812% decline in industrial 
production and a 5% decline in 
the price level—would be fol- 
lowed in the next fiscal year by 
a budget deficit of about $172 bil- 
lion since nearly 80% of the rev- 
enue of the government comes 
from taxes On personal and cor- 
porate incomes. 

Government officials are well 
aware that the amount of the Fed- 
eral revenue is determined by the 
level of business activity. This 
fact gives them another very real 
incentive to adopt no fiscal or 
monetary policy which might re- 
sult in instability. 


If the Federal deficit is not 
greater than the difference be- 
tween the changes in the supply 
of and the demand for funds in 
the rest of the economy, interest 
rates will tend to remain stable. 
If budget deficits force the gov- 
ernment to add greatly to the de- 
mand for funds, the monetary pol- 
icy would probably be one of 
fairly easy money and hence 
would exert no strong upward 
pressure on interest rates. It is 
doubtful if it would be possible 
to carry out successfully any large 
scale funding operations in such 
a market. If the budget is bal- 
anced by 1956, long-term funding 
of the debt can absorb some sur- 
plus savings. The monetary man- 
agers, however, must remain con- 
stantly aware of two pressures. 
One is that the sale of long-term 
bonds to non-bank investors might 
lead to a serious reduction in the 
monetary supply. This deflation- 
ary action might result in a re- 
duced level of economic activity 
at a time when the Treasury still 
had a large and unwieldy debt. 
The management and rearrange- 
ment of the debt could be facili- 
tated by controlled money market 
conditions. The second pressure 
is. that those candidates seeking 
election—rather than re-election 
—may make a political issue of 
any increase which takes place 
in the cost of carrying the public 
debt. 

The conclusion thus appears 
warranted that the upper limit of 
the rate which the Treasury will 
offer for long-term funds for the 
next six years has already been 
established. Economic and politi- 
cal forces are now such as to war- 
rant an investment policy which 
anticipates yield rates over the 
next six years of no more than 
344% on long-term government 
bonds. While recent instability in 
the government bond market may 
narrow the spread between the 
yield on long-term governments 
and high grade corporates, the 
upper limit of yields On Aaa’s in 
the next six years will probably 
not exceed the maximum yields of 
1953. 


The Outlook for Corporate 
Earnings 


On the whole the future outlook 
for corporate earnings is good. If 
industrial production declines, the 
earnings of corporations will also 
decline. There are three impor- 
tant reasons, however, for assum- 
ing that corporate earnings will 
be well maintained. 

In the first place, the high level 
of corporate taxes that has pre- 
vailed provides an important cush- 
ioning effect against decline. When 
many corporations paid excess 
profits taxes, declines in profits 
were largely absorbed by declines 
in taxes. Now, however, the ex- 
piration of the excess profits tax 
at the end of the year will tend 
to offset the decline in corporate 
earnings after taxes. 

Another factor tending to sup- 
port corporate earnings is the fact 
that management is in a good po- 
sition to contro] expenses in the 


event of a business decline. The 
great demand for industrial pro- 


duction and the reduced level of 
competition, both characteristic of 
the expanding economy, have 
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tended to reduce the emphasis on 
efficiency. The greatest encour- 
agement to inefficiency, however, 
has been confiscatory tax rates. 
A corporate management paying 
in taxes 82 cents out of a dollar 
of profits has little incentive to 
scrutinize each expenditure care- 
fully. Corporations entertained 
many new innovations, knowing 
that if the development should 
prove successful, the corporation 
would benefit in the long run; 
while if the experiment was un- 
successful, the cost would come 
largely from a reduction in taxes. 
Such a tax set-up encouraged ex- 
travagance. 


It might be added parentheti- 
cally that sometimes what ap- 
peared a reckless expenditure 
proved to be highly profitable. 
The point to be made, however, 
is that to the extent that ineffi- 
ciency and extravagances still 
continue, corporate managements 
under pressure to preserve earn- 
ings in the face of declining profit 
margins, have both an opportunity 
and, with reduced corporate taxes, 
an added incentive to reduce ex- 
penses. 


A third important reason for 
thinking that corporate profits 
may be well maintained is the fact 
that more than one-third of the 
labor force has been working 
overtime. Overtime work is gen- 
erally expensive, and a reduction 
in the work week will tend to 
reduce costs more than propor- 
tionately. 

On the basis of the changes in 
tax laws and with the experience 
of other declines as a guide, cor- 
porate earnings even in the face of 
a decline of the magnitude of the 
1949 decline—that is, a drop in 
industrial production to 215 and 
a decline of 5% in the commodity 
price level—might well amount 
to as much as $34 billjon before 
taxes, in contrast to corporate 
profits last year of $39 billion. 


Assuming a corporate tax rate 
of 50%, this would leave corpo- 
rate profits after taxes of about 
$17 billion, in contrast to $18.6 
billion in 1952. With such cor- 
porate earnings, what would be a 
reasonable estimate of earnings on 
the Dow-Jones industrial stocks? 
If the relationship of the past few 
years between corporate earnings 
after taxes and earnings on the 
30 stocks in the Dow-Jones Indus- 
trial Average prevails, earnings on 
the stocks should be approxi- 
mately $23.00—about the same as 
in 1949. 


I have made no attempt here to 
project earnings on any particu- 
lar stock or to talk about any spe- 
cific security, but rather to relate 
projected corporate earnings to a 
well-known stock average. 


Over the long run period there 
may be increased pressures on 
corporate profits. With the in- 
dustrial capacity which this coun- 
try now possesses, the degree of 
price competition will be great. 
The income of consumers should 
continue to increase; the demand 
for products should soar; and after 
1956 the rate of family formation 
should begin to increase. The 
pressure on corporate profits, how- 
ever, will tend to prevent their 
growth at such a high rate as wit- 
nessed in the postwar years. It 
now appears that despite a greater 
growth in national income over 
the intervening years, by 1950 the 
level of corporate earnings before 
taxes will be about the same as 
for 1953—that is, close to $45 bil- 
lion. If in the light of the trend 


toward lower taxes, however, we 
assume a 40% tax on corporate 
income in 1960, corporate earn- 
ings after taxes would be about 
$27 billion, a figure some 50% 
higher than in 1952. Stated in 
terms of earnings on the Dow- 
Jones Industrial Average this 


would be about $36 if past rela- 
tionships between total corporate 
profits after taxes and earnings 
on the Dow-Jones Industrial Av- 
erage continue. 
While corporate in- 


debt has 


creased greatly since the war, the 
percentage of income required for 
debt service is small in the light 
of present corporate earnings. If 
corporate earnings are maintained 
as well as anticipated, there should 
be no general decline in the bond 
market as a result of the inability 
of corporations in general to serv- 
ice their debts. 


The Outlook for Corporate 
Dividends 


When earnings decline, corpora- 
tions tend to reduce dividends. 
When corporate debt increases, 
management and lenders tend to 
favor the liquidation of debt in- 
stead of increased dividends. These 
are the unfavorable factors about 
future dividend payments. 

The forces tending toward 
higher dividend payments appear 
much more significant. In the first 
place, policies during postwar 
years have been toward skimpy 
dividends. Corporations, encour- 
aged to expand facilities, have 
leaned heavily on retained profits 
as a source of funds. With depre- 
ciation charges furnishing a larger 
supply of funds, and with a gen- 
eral decrease in the rate of ex- 
penditure on plant and equipment, 
corporations will have less justi- 
fication for retaining profits. 

On the basis of the outlook for 
corporate earnings, the conclusion 
would seem to be that even in the 
light of a decline of the magnitude 
of 1949 dividend payments might 
be higher than in 1952. On the 
Dow - Jones Industrial Average 
then, dividends might be as much 
as $15 even if the earnings on the 
stocks declined to $23 as estimated. 

If corporate earnings after taxes 
approximate the indicated level 
of $27 billion by 1960, and if the 
changes in dividend payouts are 
correct, total dividend payments 
would be about $17 billion, or al- 
most twice as high as the average 
for the last four years. Again 
stated in terms of the Dow-Jones 
Industrials, with earnings of $36 
and with a 65% payout the divi- 
dend would be about $23. 


The Outlook for the Stock Market 


Perhaps it should be repeated 
that this is not an attempt to es- 
timate the future value of any 
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particular security, but rather te» 
establish what seem to be reason- 
able limits of general fluctuations. 

There should be a pronounced 
relationship among the three fac- 
tors so far discussed and the level 
of the stock market. Twenty-five 
years ago the yield on Moody’s 
Aaa corporate bonds and the yield 
on the Dow-Jones Industrial Av- 
erage were equal. During the 
period from 1929 through 1952, 
the general tendency of the yield 
on bonds was downward, and the 
general trend of yield on stocks 
was upward. These changes were 
such that by 1952, the average 
annual yield on the Dow-Jones 
Industrial Average was twice as 
high as the yield on Moody’s Aaa 
bonds. This relationship is re- 
ferred to as the Stock-Bond Yield 
Ratio. A statistical projection of 
the trend of this ratio at the past 
rate of change leads to the con- 
clusion that in six years the aver= 
age annual yield of the Dow-Joness 
Industrial Average should be 
about 2.25 times the yield on Aaa 
bonds. That is to say, if the yield 
rate on Aaa bonds should rise to 
342% the yield on the Dow-Jones 
Industrial Average should approx- 
imate 74%%. 

Before accepting such a projec- 
tion, however, the reasons for the-_ 
change in the ratio over the years 
should be considered. Probably 
the most important factor whieh 
led to the rising ratio between 
stock and bond yields was the 
steady upward climb in the tax 
rate on personal income. During 
the period the percentage of per- 
sonal income taken by personal 
income taxes increased more than 
fourfold. If it is assumed that the 
reduction in personal income taxes 
which will take place over the 
next six years will counteract the 
projected growth in the ratio, then 
the present relationships of stocks 
yielding twice as much as bonds 
would be continued. On the other 
hand, if the force of the tax re-- 
duction is a stronger factor, them 
one might conclude that the ratie 
would drop as low as 1.75 by 19660. 
Within these ranges of supposition, 
the level of the Dow-Jones Indus- 
trial Average may be expected te 
fluctuate in the future as shown 
in the following table: 


Projected Level of the Dow-Jones Industrial Averages 1960 


—314% Yield on Aaa— 
Assumed 
Stock-Bend Yield Ratio 

2.25 2 7 


Yield on D-J Indus. Avgs. 7.3% 
Annual Div. on DJIA: 


$15 level of DJIA_---_-- 205 
$20 level of DJIA-_----- 273 
$23 level of DJIA------ 315 


From the table it can be seen 
that if the yield on Aaa bonds is 
3.25% and that if the Stock-Bond 
Yield Ratio rises to 2.25, then by 
1960 the logical average level (as- 
suming dividends of $23) would 
be about 315. If the Stock-Bond 
Yield Ratio stays at the present 
level until 1960, then under the 
same assumptions the average 
level of the Dow-Jones Industriai 
Averages would be around 353. 
If, however, a reduction in per- 
sonal income taxes or any other 
force, such as growth of confi- 
dence, should result in a reduc- 
tion in the Stock-Bond Yield Ra- 
tio to 1.75, then the average level 
should be about 400, if the divi- 
dend payments are at the pro- 
jected level. 

If by 1960 the yield rate of Aaa 


bonds is at the 312% level, the 
anticipated levels of the market 
would be less than if the iower 


rates prevailed assuming the same 
level of dividend payments and 
the Stock-Bond Yield Ratios as 
shown in the table. Under these 
circumstances the level would tend 
to be about 292 if the ratio rose 


to 2.25, but if the ratio should 
decline to 1.75 the level would 
likely be nearer 375. If there were 
no change in the ratio from the 


present level of 2 but interest rates 
rose to 312% then the level of the 
Dow-Jones industrials should tend 
to be about 328 on the basis of a 
$23 dividend. 


—3'2% Yield on Aaa—- 
Assumed 
Stock-Bond Yield arr 

2 


~ 1,7 2.25 ~ 78 
642% 5.7% T%% 7% 6%% 


230 263 190 215 245 
308 350 253 285 326 
353 403 292 328 375 


It appears that during the next’ 
six years the upward pressure on 
interest rates will subside, and 
that the tops established in 1933 
will not be broken. Corporate 
earnings after taxes may continue 
to expand and dividend payments 
should increase. A reasonable 
level for the stock market in 1966 
would be about 350, as measured 
by the Dow-Jones Industrial Av- 
erages, which would be equiva- 
lent to about a 642% yield. 


With Standard Investment 


(Special to THe FINaNnciaL CHRONICLE) 


PASADENA, Calif. — David B. 
Earhart has been added to the 
staff of Standard Investment Co 
of California, 571 East Green St. 


Now With Taussig, Day 


(Special to THe FINancial CHRONICLE) 

PEORIA, IJl.—Donald J. Risser 
has become associated with Taus- 
sig, Day & Co., Inc., First National 
Bank Building. He was formerly 
in business for himself under the 
name of The Main Street Securi- 
ties Dealer. 


Earl G. Steel 


Earl Gladstone Steel, partner™ 


in Davies & Co., San Francisco, 
Calif., passed away at the age of 
54 after a long illness. 
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Securities Now 


Air-Springs, Inc., New York 
Oct. 30 (letter of notification) 9,000 shares of common 
stock (par i0 cents), Price—At market (for an aggre- 
gate price not to exceed $50,000). Proceds—To four 
selling stockholders. Office--63 Wall St., New York, 
N. Y. Underwriter—d’Avigdor Co., New York. 


* Alien Electric & Equipment Co., Kalamazoo, Mich. 
Nov. 13 (letter of notification) 75,000 shares of common 
stock (par $1). Price —$4 per share. Proceeds — For 
working capital. Office —2101 North Pitcher Street, 
Kalamazoo, Mich. Underwriter—S. R. Livingstone, 
Crouse & Co., Detroit, Mich., and Olmsted & Mulhall, 
Inc., Kalamazoo, Mich. 


Amaigamated Growth Industries, Inc. 
Sept. 28 (letter of notification) 149,999 shares of common 
stock (par 10 cents). Price—$2 per share. Proceeds—For 
acquisition of patents, etc., and for new equipment and 
working capital. Office—11 West 42nd St., New York 
City. Underwriter—R. A. Keppler & Co., Inc., New York, 
N. Y. 


% American Development Corp. (Del.) 

Nov. 16 (letter of notification) 200,000 shares of common 
stock (par 10 cents). Price—$1.50 per share. Proceeds 
—$14,500 to be paid to Commonwealth Research Corp. 
in accordance with agreement; $20,000 for drilling and 
testing one well on the North Carolina acreage; $50,000 
reserve for drilling three additional wells; and the re- 
mainder for working capital, etc. Office—317-325 South 
State St., Dover, Del. Underwriter—Walter Aronheim, 
“New York City. 


American Diamond Mining Corp. 
Nov. 6 (letter of notification) 260,000 shares of common 
stock (par $1). Price—$1.15 per share. Proceeds—-To ex- 
plore and develop the Murfreesboro, Pike County, Ark., 
property and for general corporate purposes. Office— 
99 Wall St., New York 5, N. Y. Underwriter—Samuel W. 
Gordon & Co., Inc., New York, N. Y. 


@® American Fidelity & Casualty Co., Inc. (11/24) 
Nov. 3 filed 150,000 shares of convertible preferred stock 
(par $5) to be offered for subscription by common 
stockholders of record Nov. 20 on a share-for-share basis; 
with rights to expire on Dec. 9. Certain stockholders 
have waived their rights to purchase 30,000 of new 
shares. Price—To be supplied by amendment. Proceeds— 
Por working capital. Underwriter—Geyer & Co., New 
York. 


American-Israeli Cattle Corp., Beverly Hills, Cal. 
Aug. 24 filed 190,000 shares of class A common stock. 
Price—At par ($10 per share). Proceeds—To establish 
sa develop a cattle industry in Israel. Underwriter— 

one. 


American Telephone & Telegraph Co. 

Oct. 14 filed $602,543,700 of 12-year 334% convertible 
debentures, due Dec. 10, 1965. being offered for subscrip- 
tion by stockholders of record Oct. 30 in the ratio of $100 
of debentures for each seven shares of stock held; rights 
to expire on Dec. 10. Rights will be mailed on Nov. 5. 
Conversion price beginning Feb. 9, 1954 is $136 per share 
of capital stock. Price—At par (flat), $100 for each $100 
principal amount. Proceeds—For advances to subsidiary 
and associated companies, etc. Underwriter—None. 


Anacon Lead Mines, Ltd., Toronto, Canada 
Sept. 28 filed 700,000 shares of common stock (par 20 
cents—Canadian funds) to be offered for subscription by 
common stockholders at the rate of one new share for 
wach five shares held. Price—To be supplied by amend- 
ment. Proceeds—To develop mining properties. Under- 
writer—None. Financing proposal has not been dropped. 


* Annandale Golf Club, Pasadena, Calif. 

Nov. 9 (letter of notification) $150,000 of unsecured 2% 
debentures. Price—At par. Proceeds—-To construct new 
club house. Office—1201 West Colorado Street, Pasa- 
dena, Calif. Underwriter—None. 


Arizona Public Service Co. (11/24) 
Nov. 4 filed 240,000 shares of common stock (par $5). 
Price—To be supplied by amendment. Proceeds—To 
repay bank loans and for construction program. Under- 
writers—The First Boston Corp. and Blyth & Co., Inc. 
Armstrong Rubber Co. 
March 31 filed $4,000,000 of 5% convertible subordinated 
debentures due May 1, 1973. Price—To be supplied by 
amendment Proceeds—For working capital. Business— 
Manufacturer of tires and tubes. Underwriter—Rey- 
nelds & Co., New York. Offering—Postponed. 
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in Registration 


% Atomic Development Mutual Fund, Inc. (Del.) 
(12/8) R 

Nov. 18 filed 90,000 shares of common stock. Price—To 

be supplied by amendment. Proceeds—For investment. 

Underwriter — Atomic Development Securities Co., 

Washington, D. C. 


Bassons Industries Corp., N. Y. 

Nov. 6 (letter of notification) 60.000 shares of Class A 
participating preferred stock (par $5) and 60,000 shares 
of Class B common stock (par $1) in units of one share 
of each class of stock. Price—$5 per unit. Proceeds—For 
working capital. Business — Plastic molders and fabri- 
cators. Office — 1432 West Farms Road, Bronx, N. Y. 
Underwriter—Certer Manning, 51 East 42nd St., New 
York 17, N. Y. 


® Bridgeport Brass Co. 

Oct. 28 filed 240,672 shares of common stock (par $5) 
being offered for subscription by common stockholders 
of record on Nov. 17 on the basis of one new share for 
each four shares held; rights to expire on Dec. 2. 
Price—$21.50 per share. Proceeds—For expansion pro- 


* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 
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gram. Underwriters—Hornblower & Weeks and Stone & 
Webster Securities Corp., both of New York. 


* Bridgeport Gas Light Co. 

Nov. 12 filed 60,500 shares of cumulative convertible pre- 
ferred stock, to be offered for subscription by common 
stockholders at rate of one preferred share for each three 
commen shares held. Price—At par ($25 per share). Pro- 
ceeds—For construction program. Underwriters—Smith, 
Ramsay & Co., Inc., Bridgeport, Conn., and Chas. W. 
Scranton & Co., New Haven, Conn. 


Burton Picture Productions, Inc. 
Sept. 24 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—For production of movies and TV stories. Office—246 
Fifth Avenue, New York. Underwriter — Alexander 
Reid & Co., Newark, N. J. 


* Butler Engineering Co., Inc., New York 

Nov. 12 (letter of notification) 215,000 shares of common 
stock (par 10 cents), of which 16,070 are to be offered 
to certain nonaffiliated persons in discharge of claims 
aggregating $16,070 against the company. Price—$1l per 





NEW ISSUE CALENDAR 


November 19 (Thursday ) 
Welch Manufacturing Co., Inc.._.._.._..Com. & Pfd. 
(‘Bids 2:15 p. m. EST) 
November 20 (Friday) 


Central Illinois Electric & Gas Co _Commoeon 
‘Offering to stockholders—Stone & Webster Securities Corp. 
and Allen & Co. are dealer-managers) 70,400 shares 
Giffen Industries, Inc.____----_- oe Common 
‘Atwill & Co.) $242,00 
Rochester Telephone Corp... _----------- Common 


(Offering to stockholders—underwritten by The First 
Boston Corp.) 156,250 shares 


November 23 (Monday) 


Commercial State Bank & Trust Co. of N. Y.._Com. 
(Offering to stockholders) $495,000 


Gels Bentes. Gees Gb. cdvscccdbacebicsada. Bonds 
(Bids 11 am. EST) $10,000,000 
ee oe ee Bonds 


(‘Bids 11 a.m. CST) $20,000,000 


Indusco, Inc. siting Preferred and Common 
(‘Prudential Securities Corp.) $280,500 


Ludman Corp. eee a a rs ee Debentures 
(Courts & Co.) $750,000 
November 24 (Tuesday) 
American Fidelity & Casualty Co..__ _... Preferred 
(Geyer & Co.) $750,000 
Arizona Public Service Co.._________-_-_- Common 
(The First Boston Corp. and Blyth & Co., Inc.) 
240,000 shares 
Florida Western Oil Co. Common 


‘(Floyd D. Cerf, Jr., Co., Inc.) $250,000 


Government Employees Corp... ---.-- Debentures 
(Offering to stockholders—underwritten by Johnston, 
Lemon & Co. and E. R. Jones & Co.) $500,000 


iowa Power & Light Coe,......<cccecce<e Preferred 
(Smith, Barney & Co.) $5,000,000 
Lewiston, Greene & Monmouth 
Telephone Co. Commen 


(F. S. Moseley & Co.) $121,360 
Maine Public Service Co._______________- Common 


(Offering to stockholders underwritten by Merrill 
Lynch, Pierce, Fenner & Beane and Kidder, Peabody 
& Co.) 35,000 shares 
Newport Electric Corp. _..Common 
(Offering to stockholders—underwritten by Stone & 
Webster Securities Corp.) $205,448 
Skyway Broadcasting Co. fe Common 
(McCarley & Co.) $100,000 
Southwestern Investment Co._. _Debentures 


(The First Trust Co. of Lincoln, Neb.) $700,000 


November 25 (Wednesday ) 

Delaware Power & Light Co._._________- Common 
(Bids 11:30 a.m. EST) 232,520 shares 
November 27 (Friday) 

Cincinnati & Suburban Bell Telephone Co.__Com. 
(Offering to stockholders—-no underwriting) $15,640,600 
November 30 (Monday) 


Florida Power Corp. Ry en an hh 
‘Bids to be invited) $10,000,000 


Louisville & Nashville RR. _Equip. Trust Ctfs. 


‘Bids noon EST) $6,765,000 
Matheson Co., Inc. f Debentures 
‘Mohawk Valley Investing Co., Inc. and 
Security and Bond Co.) $200,000 
December 1 (Tuesday) 

Columbus & Southern Ohio Electric Co.___- Bonds 
(‘Bids 11:30 a.m. EST) $10,000,000 
Monongahela Power Co._- ae en eee ae Bonds 
‘Bid noon EST; $10,000,000 
Tennessee Gas Transmission Co. __...._ Bonds 
Bids 11 a.m. EST) $25,000,000 
Virginia Electric & Power Co.. Common 
(Bids 11 a.m. EST) 558,946 shares 
December 2 (Wednesday ) 

[owe POW. 2. Tae Sic nwtenctesactanne Bonds 
Bids 11 a.m. EST) $8,500,000 
Quebec Hydro-Electric Commission Debentures 

(The Fir 


t Boston Corp A. E. Ame & Cr 
In¢ 1) $50,000,000 





December 3 (Thursday) 
Southern Pacific Co.____------- Eouip. Trust Ctfs. 
‘Bids noon EST) $5,925,000 
United Rayon Manufacturing Corp. 
American Depositary Receipts 
‘Lazard Freres & Co.) 180,000 American shares 
December 7 (Monday) 
Ritter Finance Co., Inc..........-...-- Debentures 
(‘Strouc & Co., Inc.) $1,000,000 
December 8 (Tuesday) 


Atomic Development Mutual Fund, Inc..._.Commen 
‘Atomic Development Securities Co.) 90,000 shares 
St. Lceuis-San Francisco Ry....__Equip. Trust Ctfs. 
(Bids to be invited) $7,500,000 


December 9 (Wednesday) 


Generel. D5Gbers LNBs co ok odd Waldtinkd Debentures 
(Morgan Stanley & Co.) $300,000,000 
New York, New Haven & Hartford RR. 


Eauip. Trust Ctfs. 
‘Bids to be invited) $6,600,000 


Philadelphia Electric Co._-- 
‘(Bids to be invited) 
December 10 (Thursday ) 
oy 2) ne a __._...._.. Equip. Trust Ctfs. 
‘Bids noon EST: $5,400,000 


December 15 (Tuesday) 


Texas Natural Gasoline Co.________------~ Common 
(Carl M. Loeb, Rhoades & Co. and 
Dallas Rupe & Son) 200,000 shares 
December 16 (Wednesday ) 
Narragansett Electric Co. Seale ead Preferred 
‘Bids noon EST) $7,500,000 
January 6 (Wednesday ) 
Consumers Power Co.__---- ct ___._.. Common 


‘\Olfering to stockhcliders—bids to be invited) 679,435 shares 


January 11 (Monday) 


Appalachian Electric Power Co.___--- 
‘Bids 11 a.m. EST) $20,000,000 


___..._ Bonds 


January 12 (Tuesday) 


Consolidated Edison Co. of New York, Inc._._Bonds 
(Bids to be invited: $35,000,000 


Public Service Co. of Indiana, Inc._--------- Bonds 
Bids to be invited) $25,000,000 
January 13 (Wednesday) 
Obie: Baise COM... o<cdunckncusttbenlisade Common 
(Oifering to stockholders—bids to be invited) 527,830 shs. 
January 18 (Monday) 


Fire Association of Philadelphia--------- _Common 
(Offering to stockholders—The First Boston Corp. 
will act as advisors: $7,650,000 


January 19 (Tuesday) 


One cost! Both markets! 





When you place your advertising in the Chicago Tribune, you reach 
most effectively thru one lium, at one low cost, th important 
investment markets in Chicago and the midwest——p mal buyers 
and the generai investing p ib} 

\s Chicago's fore tI | news] rrit f 
is t 1éditim t! 1 wh ml Ci ye 1\ g actor [ the people 
who account for the b { the investment buying m the multi 
bil doliar ! dw st narket 

I acts that show how 1 can get more tro ertising, 
‘ t age! r nearest Chicago Tribune represe: 

CHICAGO TRIBUNE 
The iW d G atest Ns ha Der 


The Tribune gives te each day's morket tables and reports 
the lergest circulation given them in America, 
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share. Proceeds—For advertising and research. Office 
—30 Church Street, New York, N. Y. Underwriter — 
Miller Securities Co., New York. 


Cable Link Corp., Detroit, Mich. 
Nov. 4 (letter of notification) 100,000 shares of class A 
stock (par $1). Price — $3 per share. Proceeds — For 
working capital. Office — 19413 Derby Ave., Detroit, 
Mich. Underwriter—Gearhart & Otis, Inc., New York. 

California Central Airlines, Inc. 
Nov. 5 filed $600,000 of 7% convertible equipment trust 
certificates, series A, and 890,000 shares of common stock 
(par 50 cents), of which the certificates and 400,000 
shares of the stock are to be offered publicly; 300,000 
shares are to be sold to the underwriter (including 50,000 
shares to one James Wooten), 70,000 shares to Sig Shore, 
70,000 shares to Fred Miller and 50,000 shares to James 
Wooten. Price—To public—100% for certificates and 75 
cents per share for the stock. Proceeds—To finance the 
acquisition of four Martinliners and one Douglas DC-3 
aircraft from Airline Transport Carriers, Inc. Under- 
writer—Gearhart & Otis, Inc., New York. 


Capital Uranium Co., Farmington, N. M. 
Oct. 28 (letter of notification) 1,200,000 shares of com- 
mon stock (par five cents). Price — 10 cents per share. 
Proceeds—For exploration, drilling and development of 


mining claims. Underwriter — Forbes & Co., Denver, 
Colo. 


Carolina Telephone & Telegraph Co. 
Aug. 17 filed 33,320 shares of capital stock to be offered 
for subscription by stockholders in the ratio of one new 
share for each five shares held. Price—At par ($100 per 


share). Proceeds—To reduce short-term notes. Under- 
writer—None. Offering—Temporarily postponed. 
® Central Illinois Electric & Gas Co. (11/20) 


Oct. 30 filed 70,400 shares of common stock (par $15) to 
be offered for subscription by common stockholders at 
rate of one new share for each 10 shares held on Nov. 20; 
rights to exprie Dec. 7. Price—To be supplied by amend- 
ment. Preceeds—From sale of common stock and from 
proposed sale later in year of 15,000 shares of $100 par 
cumulative preferred stock to be used to repay bank 
loans and to pay for new construction. Dealer-Managers 
—Stone & Webster Securities Corp., and Allen & Co., 
both of New York. 
Century Acceptance Corp. 
Oct. 16 (letter of notification) 10,000 shares of class A 
common stock (par $1) and 5,000 shares of class B stock 
(par $1). Price—Of class A, $2.50 per share; of class B, 
$1.90 per share. Proceeds—To Robert F. Brozman, the 
selling stockholder. Office—1334 Oak St., Kansas City, 
Mo. Underwriter—Wahler, White & Co., Kansas City, Mo. 
. meee & Suburban Bell Telephone Co. 
(141 ) 

Nov. 6 filed 312,812 shares of common stock to be offered 
for subscription by common stockholders of record Nov. 
27 on a 1-for-3 basis. Price—At par ($50 per share). Pro- 
ceeds—To reimburse treasury for expenditures made for 


extensions. additions and improvements to plant. Under- 
writer— None. 


Columbus & Southern Ohio Electric Co. (12/1) 
Oct. 27 filed $10,000,000 of first mortgage bonds due 1983. 
Proceeds—To repay bank loans and for new construction. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co.; Salomon Bros. & Hutzler; Dillon, Read & Co.; 
Union Securities Corp. and Glore, Forgan & Co. (joint- 
ly); Lehman Brothers; Lee Higginson Corp. and Carl M. 
Loeb, Rhoades & Co. (jointly). Bids—Expected to be 
received up to 11:30 a.m. (EST) on Dec. 1. 


Cosmo Oil Co., Denver, Colo. 
Oct. 7 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For 
drilling expenses and working capital. Office — 922 
Equitable Bidg., Denver, Colo. Underwriter—E. I. Shel- 
ley Co., Denver, Colo. 


Cuban American Minerals Corp., Washington, D.C. 
Oct. 6 (letter of notification) 6,000 certificates of par- 
ticipation. Price—At par (in units of $50 each). Pro- 
ceeds — For general corporate purposes. Office — 439 
Wyatt Bidg.. Washington, D. C. Underwriter—James T. 
De Witt & Co., Inc., Washington, D. C. 

Delaware Power & Light Co. (11/25) 

Oct. 28 filed 232,520 shares of common stock (par $13.50) 
to be offered for subscription by common stockholders 
of record Nov. 25 on the basis of one new share for each 
seven shares held; rights to expire on Dec. 15. Em- 
ployees will receive rights to subscribe for up to 150 
shares each. Priee—To be named by company on Nov. 
23. Proceeds—For construction program. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: W. C. Langley & Co. and Union Securities Corp. 
(jointly): White, Weld & Co. and Shields & Co. (jointly); 
Lehman Brothers; Harriman Ripley & Co. Inc.: Blyth & 
Co., Inc.: Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly). Price—May be set by 
directors, with bidders to name their underwriting com- 
pensation. Bids—To be received on Nov. 25 up to 11:30 
a.m. (EST) at 60C Market St., Wilmington 99, Del. 

® Dixie Cup Co., Easton, Pa. 

Oct. 23 filed 152,465 shares of 5% cumulative convertible 
preferred stock, series A (par $50) being offered for 
subscription by common stockholders at rate of one 
preferred share for each five common shares held on 
Nov. 13: rights to expire on Nov. 30. Price—$50 per share. 
Proceeds—-For expansion program. Underwriters—Giore, 
Forgan & Co. and Hornblower & Weeks, both of New 
York. 


Duquesne Light Co. 
Aug. 19 filed 100,000 shares of preferred stock (par $50). 
Proceeds—To reduce bank loans and for new construc- 
tion. Underwriters — To be determined by competitive 


bidding. Probable bidders: The First Boston Corp.; Kid- 
der, Peabody & Co., Merrill Lynch, Pierce, Fenner & 
Beane and White, Weld & Co. (jointly); Kuhn, Loeb & 
Co. and Smith, Barney & Co. (jointly); Blyth & Co., Inc.; 
Lehman Brothers. Bids—Originally scheduled to be re- 
ceived up to 11 a.m. (EDT) on Sept. 17, but on Sept. 16 
the company announced bids will be received within 30 
days from that date, bidders to be advised at least three 
days in advance of new date. No decision reached to date. 


® Farm & Home Loan & Discount Co., Phoenix, Ariz. 
Nov. 9 filed 863,230 shares of class A common stock, 
858,186 shares of class B common stock and 1,000,000 
shares of class C common stock. Price—25 cents, 35 cents 


and 50 cents, respectively. Proceeds—For working cap- 
ital. Underwriter—None. ; 


* Firth Sterling, Inc., Pittsburgh, Pa. 

Nov. 12 filed $1,600,000 of 6% convertible sinking fund 
subordinated debentures due Dec. 1, 1968. Price—To be 
supplied by amendment. Proceeds—To retire present in- 
debtedness. Underwriter — McCormick & Co., Chicago, 
Ill. Offering—Expected about mid-December. 


Fisher & Porter Co., Hatboro, Pa. 
Oct. 26 (letter of notification) 17,920 participating pref- 
erence shares and common shares (par $1). Price— 
$12.48 per share (plus in case of preference shares, 
accrued dividends at rate of 50 cents per share per 
year). Proceeds—For additions to plant and equipment 
and for working capital. Underwriter—None. 


® Florida Power Corp. (11/30) 

Nov. 5 filed $10,000,000 of first mortgage bonds due 1983. 
Price—To be supplied by amendment. Proceeds—To re- 
pay bank loans and for new construction. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Kidder, Peabody & 
Co. and Merrill Lynch, Pierce, Fenner & Beane (joint- 
ly); Lehman Brothers; Glore, Forgan & Co. and W. C. 
Langley & Co. (jointly); The First Boston Corp. Bids— 
Tentatively expected to be received on Nov. 30. 


® Florida Western Oil Co. (11/24) 

Nov. 6 (letter of notification) 250,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds—For 
drilling test well. Office—803 N. Calhoun St., Tallahas- 


see, Fla. Underwriter — Floyd D. Cerf, Jr., Co., Inc., 
Miami, Fla. 


*% General Acceptance Corp. 

Nov. 10 (letter of notification) 12,000 shares of $1.50 
series preferred stock (no par) to be offered in exchange 
for 30,000 shares of $10 par 6% cumulative sinking fund 
preferred stock of Universal Finance Corp., Omaha, Neb., 
on the basis of one General Acceptance share for each 
2% Universal shares. This offer will expire on Dec. 


21. Office—949 Hamilton St., Allentown, Pa. Under- 
writer—None. 


General Hydrocarbons Corp. 

Aug. 12 filed $1,010,800 of 20-year debentures and 66,424 
shares of common stock (par $1) to be offered in units 
of $350 principal amount of debentures and 23 shares of 
stock. Price—$359 per unit ($336 for the debentures and 
$1 per share for the stock). Proceeds—For general cor- 
porate purposes. Business — Oil and gas development. 
Under-~’riter—None. Office—Oklahoma City, Okla. 


% General Motors Corp. (12/9) 

Nov. 17 filed $300,000,000 of 25-year debentures due 1979. 
Price—To be supplied by amendment. Proceeds—To 
finance capital expenditures and for working capital. 
Underwriter—Morgan Stanley & Co., New York. 


® General Precision Equipment Corp. 

Oct. 16 filed 108,167 shares of $2.90 cumul. convertible 
preferred stock (no par—stated value $50 per share), 
being offered for subscription to common stockholders on 
the basis of one new preferred stock share for each 
six common shares held on Nov. 6; rights to expire 
on Nov. 23. Price — $50 per share. Proceeds—-To repay 
$3,925,000 bank loans and to increase general corporate 
funds. Underwriters—The First Boston Corp. and Tucker, 
Anthony & Co., both of New York. 


® General Shoe Corp., Nashville, Tenn. 

Oct. 2 filed 19,465 shares of $5 cumulative preference 
stock, series B (stated value $100 per share) and 139,742 
shares of common stock (par $1) being offered in ex- 
change for shares of stock of Berland Shoe Stores, Inc. 
on the following basis: For each Berland common share 
0.54253 shares of General Shoe common; and for each 
46/1lth shares of Berland preferred stock one share of 
series B preferred of General Shoe or for each 2.0227 
shares of Berland prefered one share of General Shoe 
common stock. Offer, which will terminate on Dec. 7, 
is subject to acceptance of 80% of each class of stock. 


® Giffen Industries, Inc. (11/20) 

Nov. 4 (letter of notification) 62,500 shares of common 
stock (par $2.50), of which 2,000 shares are to be offered 
to employees at $3.40 per share. Price—To public $4 per 
share. Proceeds—For general corporate purposes. Office 
—4112 Aurora St., Coral Gables, Fla. Underwriter—At- 
will & Co., Miami Beach, Fla. 


Government Employees Corp. (11/24) 
Oct. 23 filed $500,000 10-year 412% convertible junior 
subordinated debentures due Dec. 1, 1963 (convertible 
into common stock at the rate of $20 per share), to be 
offered for subscription by common stockholders of rec- 
ord Nov. 17 at the rate of $100 of debentures for each 15 
shares held: rights to expire on Dec. 9. It is expected 
that subscription warrants will be mailed on or about 
Nov. 24. Price—At par. Proceeds—For working capital 
and to prepay $100,000 of junior subordinated notes. 
Office—Government Employees Insurance Bldg., Wash- 
ington 5, D. C. Underwriters—Johnston, Lemon & Co 
Washington, D. C.; and E. R. Jones & Co., Baltimore, Md. 


| Gem) @ 


*% Greenwich Gas Co., Greenwich, Conn. 
Nov. 12 filed 75,468 shares of common stock (no par) to 
be first offered for subscription by the holders of the 
89,333 shares presently outstanding; then to public. Price 
—To be supplied by amendment. Preceeds—From sale 
of stock, together with proceeds from private sale of 
$200,000 of series A bonds, to be used to repay bank loans 
and for construction program. Underwriter—F. L. Put- 
nam & Co., Inc., Hartford, Conn. 


Greyhound Parks of Alabama, Inc., Phoenix, Ariz. 
Oct. 21 filed $400,500 of 6% 10-year cumulative income 
debentures, due Oct. 1, 1962, and 40,050 shares of common 
stock (no par) to be offered in units of four debentures 
of $250 principal amount each and 100 shares of stock. 
Price—$1,100 per unit. Proceeds—To rehabilitate and 
construct racing plant in Tucson, Ariz. Business—Dog 


racing with pari-mutuel betting privileges. Underwriter 
—None. 


Guardian Chemical Corp. 
Oct. 26 (letter of notification) 42,000 shares of common 
stock (par 10 cénts). Price—$2.374 per share. Proceeds 
—For working capital.. Office—10-15 43rd Ave., Long 


Island City, N. Y. Underwriter—Batkin & Co., New 
York. 


Gulf States Utilities Co. (11/23) 

Oct. 22 filed $10,000,000 of first mortgage bonds due 
Dec. 1, 1983. Proceeds —To repay bank loans and for 
new construction. Underwriters — To be determined by 
Competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler and Union Securities 
Corp. (jointly); Stone & Webster Securities Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane and White, Weld & 
Co. (jointly); Lehman Brothers; Kuhn, Loeb & Co. and 
A. C. Allyn & Co., Inc. (jointly); Lee Higginson Corp. 
and Carl M. Loeb, Rhoades & Co. (jointly). Bids—To be 
received up to 11 a.m. (EST) on Nov. 23 at office of The 
Hanover Bank, 70 Broadway, New York 15, N. Y. 


Gulf Sulphur Corp., North Kansas City, Mo. 
Oct. 27 filed 700,000 shares of convertible preferred and 
participating stock (par 10 cents). Price—$10 per share. 
Proceeds—To develop company concessions. Underwriter 
—Peter Morgan & Co., New York. 


% Hardware Wholesalers, Inc., Fort Wayne, Ind. 

Nov. 10 (letter of notification) 1,000 shares of common 
stock (par $50) to be offered in units of 20 shares each. 
Price—$1,000 per unit. Proceeds—For working capital. 


ao Road, Fort Wayne, Ind. Underwriter— 
one. 


Hawaiian Electric Co., Ltd. 
Sept. 25 filed 100,000 shares of common stock being of- 
fered for subscription by common stockholders of record 
Oct. 5 in ratio of one new share for each 5% shares held. 
Rights will expire on Nov. 20. Price—At par ($20 per 


share). Proceeds—For plant expansion. Underwriter— 
None. 


deiland Research Corp., Denver, Colo. 
Oct. 28 (letter of notification) 2,307 shares of 542% 
cumulative preferred stock (par $100) and 23,070 shares 
of common stock (par $1). Price—The preferred, at par; 
and the common at $3 per share. Proceeds — To repay 
bank loans and for working capital. Office—130 East 5th 
Ave., Denver, Colo. Underwriter—Not named. 


@® Hickey (Jess) Oil Corp., Ft. Worth, Tex. 

Nov. 6 (letter of notification) 4,000,000 shares of com- 
mon stock, of which 3,000,000 shares are to be publicly 
offered, with 1,000,000 shares to be issued as bonus to 
buyers of first 1,000,000 on a share-for-share basis as a 
bonus. Price—At par (10 cents per share). Proceeds— 
For acquisition of oil properties and drilling. Office— 
1301-02 W. T. Waggoner Blidg., Ft. Worth, Tex. Under- 
writer—None. 


* Hill-Lanham, Inc., Mt. Ranier, Md. 

Nov. 9 (letter of notification) 1,000 shares of 4% cumu- 
lative preferred stock (par $100) and 1,000 shares of 
common stock (no par) to be offered in units of one 
share of each class of stock. Office—3620 Wells Av- 
enue, Mt. Ranier, Md. Underwriter—None. 


Hydrocap Eastern, Inc., Philadelphia, Pa. 

Oct. 30 (letter of notification) 100,000 shares of common 
stock. Price—At par ($1 per share). Preceeds—To pay 
debt and for working capital, etc. Underwriter—Barham 
& Co., Coral Gables, Fla. 

® Illinois Power Co. (11/23) 

Oct. 28 filed $20,000,000 first mortgage bonds due 1983. 
Proceeds—To repay bank loans and for new construction. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co. and Merrill Lynch, Pierce, Fenner & Beane 
(jointly); Harriman Ripley & Co. Inc. and Glore, Forgan 
& Co. (jointly); The First Boston Corp.; Kuhn, Loeb 
& Co.: Union Securities Corp. Bids—To be received up 
to 11 a.m. (CST) on Nov. 23 at Room 1567, No. 231 So. 
La Salle St., Chicago 4, III. 


® indusco, Inc. (Del.) (11/23-25) 

Nov. 5 (letter of notification) 550,000 shares of 5% cumu- 
lative preferred stock (par 50 cents) and 550,000 shares 
of common stock (par one cent) to be issued in units of 
one share of each class of stock. Price—51 cents per unit. 


Proceeds — For development and promotion, acquisition 
of raw materials and working capital, ete. Office — Bz 
3eaver St.. New York, N. Y. Underwriter — Prudential 


Securities Corp., New York. 

ionics, Inc., Cambridge, Mass. 
June 30 filed 131,784 shares of common stock (par $1). 
Price—To be supplied by amendment (between $8 and 
$9 per share). Proceeds—To pay mortgage debt and for 
equipment. Business — Research and development and 
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subsequent commercial eaploitation in the field of ion 
exchange chemistry. Underwriter—Lee Higginson Corp., 
New York and Boston (Mass.). Offering—Date indefinite. 


lowa Power & Light Co. (11/24) 
Nov. 3 filed 50,000 shares of cumulative preferred stock 
(par $100). Price — To be supplied by amendment. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriter—Smith, Barney & Co., New York. 


® towa Power & Light Co. (12/2) 

Nov. 3 filed $8,500,000 of first mortgage bonds due Dec. 
1, 1983. Proceeds—To repay bank loans and for con- 
struction program. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Lehman Brothers; Kidder, Peabody & Co.; 
W. C. Langley & Co., Union Securities Corp. and Glore, 
Forgan & Co. (jointly); Equitable Securities Corp.; 
Kuhn, Loeb & Co., Wood Struthers & Co. and American 
Securities Corp. (jointly); The First Boston Corp; Blyth 
& Co., Inc.; Harriman Ripley & Co. Inc.; White, Weld 
& Co. Bids—Tentatively scheduled to be received up to 
11 a.m. (EST) on Dec. 2. 

israel Enterprises, Inc., New York 

Oct. 1 filed 18,800 shares of common stock. Price—At 
par ($100 per share). Proceeds—For investment in exist- 
ing industrial enterprises in Israel. Underwriter-— -None. 


Jasper Oil Corp., Montreal, Quebec, Canada 

Oct. 28 filed 550,000 shares of common stock (par $1— 
Canadian). Price—$3 per share. Proceeds—For expan- 
sion and exploration and development expenses. Under- 
writer—Globe Securities Corp., Ltd.. Montreal, Canada. 
% Karison Associates, Inc. (N. Y.) 

Nov. 9 (letter of notification) 2,500 shares of preferred 
participating stock. Price—At par ($20 per share). Pro- 
ceeds—For acquisition of inventory and for working 
capital. Business—To manufacture and sell the Karlson 
loudspeaker enclosure. Office—1379 East 15th St., Brook- 
lyn 30, N. Y. Underwriter—None. 


Kay Jewelry Stores, Inc., Washington, D. C. 
Sept. 28 filed 672,746 shares of capital stock (par $1) to 
be offered in exchange for preferred and common stocks 
of 71 store corporations which operate 83 retail credit 
jewelry stores. Underwriter—None. 


% Keene & Co., Inc. (N. Y.) 

Nov. 10 (letter of notification) 10,000 shares of 6% cumu- 
lative preferred stock (par $10) and 5,000 shares of 
common stock (par 10 cents) to be offered in units of 
two shares of preferred and one share of common stock. 
Price—$21 per share. Proceeds—For working capital. 
Business—To deal in listed and over-the-counter securi- 
ties. Office—80 Wall St., New York, N. Y. Underwriter 
—None. 


® Lewiston, Greene & Monmouth Telephone Co., 
Winthrop, Me. (11/24) 
Nov. 6 (letter of notification) 12,136 shares of common 
stock. Price—At par ($10 per share). Proceeds—To pay 
— Underwriter—F.S. Moseley & Co., Boston, 
ass. 


Ludman Corp., North Miami, Fla. (11/23) 
Oct. 26 filed $750,000 of 6% sinking fund convertible 
debentures due Nov. 1, 1968. Price—At par (in units of 
$100 each) and accrued interest. Proceeds — to repay 
bank loans, and for new equipment and general corpo- 
rate purposes. Underwriter—Courts & Co., Atlanta, Ga. 


Maine Public Service Co. (11/24) 
Nov. 2 filed 35,000 shares of common stock (par $10) to 
be offered for subscription by common stockholders of 
record Nov. 24 at rate of one new share for each six 
shares held (with oversubscription privilege). Rights 
will expire on Dec. 8. Price—To be supplied by amend- 
ment. Proceeds—To repay bank loans. Underwriters— 
Merrill Lynch, Pierce, Fenner & Beane and Kidder, Pea- 
body & Co., both of New York. 

Manheim (Pa.) Water Co. 
Oct. 28 (letter of notification) $125,000 of 434% first 
mortgage bonds, series A, dated Oct. 31, 1953, and due 
Oct. 31, 1978, to be offered to residents of Pennsylvania. 
Price—100% and accrued interest. Proceeds—For part 


payment of installation of a new water filtration plant. 
Underwriter—None. 


% Matheson Co., Inc. (N. J.) (11/30) 

Nov. 13 (letter of notification) $200,000 of 15-year 6% 
convertible debentures due Jan. 1, 1969. Price—100% 
and accrued interest. Proceeds—To construct plant in 
Norwood, Ohio, and for working capital. Business— 
Sale of compressed chemical gases. Office—932 Pater- 
son Plank Road. East Rutherford, N. J. Underwriters- 
Mohawk Valley Investing Co., Inc., Utica, N. Y.. and 
Security and Bond Co., Lexington, Ky. 


® Monongahela Power Co. (12/1) 

Oct. 30 filed $10,900,000 first mortgage bonds due 1983. 
Proceeds—For construction program. Underwriters—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.: W. C. Langley & Co. and The 
First Boston Corp. (jointly); Kuhn, Loeb & Co.: Kidder, 
Peabody & Co. and White, Weld & Co. (jointly); Glore, 
Forgan & Co.; Lehman Brothers, Equitable Securities 


Corp: Union Securities Corp. and Salomon Bros. & Hutz- 
ler (jointly ); Merrill Lynch, Pierce, Fenner & Beane: 
Harriman Ripley & Co., Inc. Bids—To be received up to 


noon (EST) on Dec. 1 


*% Narragansett Electric Co. (12/16) 

Nov. 12 filed 150,000 shares of cumulative preferred stock 
(par $50). Proceeds—For construction program. Under- 
writers—To be determined by competitive bidding. Prob- 
able bidders: Blyth & Co., Inc. and Harriman Ripley & Co 
Inc. (jointly): White, Weld & Co.-: Lehman Brothers and 
Goldman, Sachs & Co. (jointly): Kidder. Peabody & Co 
and Stone & Webster Securities Corp (jointly). Bids 
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Tentatively expected to be received at noon (EST) on 
Dec. 16 


Nevada Tungsten Corp., Mina, Nev. 
Oct. 22 (letter of notification) 1,000,000 shares of com- 
mon stock to be offered to stockholders. Price—Five cents 
per share. Proceeds—For working capital. Underwriter 
—None. 


® Newport Electric Corp., Newport, R. 1. (11/24) 
Nov. 6 (letter of notification) 5,955 shares of common 
stock (par $20) to be offered to common stockholders on 
basis of one new share for each ten shares held on 
Nov. 24. Price—At market (about $34.50 per share). Pro- 
ceeds—To finance construction. Office—159 Thames St., 
Newport, R. I. Underwriter—Stone & Webster Securities 
Corp., Providence, R. I. 


North Star Oil & Uranium Corp. 
Oct. 23 (letter of notification) 600,000 shares of common 
stock (par five cents). Price—50 cents per share. Pro- 
ceeds—To acquire certain mining claims, etc. and for 
exploration, development, drilling and working capital 
Office — 129 So. State St., Dover, Del. Underwriter — 
Lincoln Securities Corp., New York. 


Nylok Corp., New York 
Oct. 30 (letter of notification) $125,000 of 6% con- 
vertible serial notes due Jan. 1, 1964, being offered for 
subscription by common stockholders at rate of $125 
of notes for each four shares of stock held as of Nov. 
16; rights to expire on Dec. 16. Price—100% and ac- 
crued interest from Jan. 1, 1954. Proceeds—To reduce 
bank loans, purchase equipment, to explore foreign 
patents and for working capital. Business—Manufac- 
tures and sells fastening devices. Office—475 Fifth Ave., 
New York 17, N. Y. Underwriter—None. 

Orange Community Hotel Co., Orange, Texas 
Sept. 14 filed 8,333 shares of capital stock (par $20) and 
8,333 registered 4% debentures due Jan. 1, 1984 of $100 
each to be offered in units of one share of stock and one 
$100 debenture. Price—$120 per unit. Proceeds—To con- 
struct and equip hotel building. Underwriter — None. 
(Subscriptions to 4,949 shares of stock and 4,949 deben- 
tures are held by a group of citizens of Orange formed 
under the auspices of the Orange Chamber of Com- 
merce. ) 


% Osborn Manufacturing Co., Cleveland, Ohio 

Nov. 9 (letter of notification) 22,415 shares of common 
stock (par $5). Price—$13.25 per share. Proceeds—For 
working capital. Office—5401 Hamilton Avenue, Cleve- 
land 14, Ohio. Underwriter — Prescott, Shepard & Co., 
Inc., Cleveland, Ohio. 


Petroleum Service, Inc., Dallas, Tex. 
Oct. 30 (letter of nottfication) $300,000 of 6% convertible 
debentures due 1963. Price —At par. Proceeds — For 
= capital. Underwriter—Garrett & Co., Dallas, 
ex. 


% Philadelphia Electric Co. (12/9) 

Nov. 13 filed $20,000,000 of first and refunding mortgage 
bonds due 1983. Proceeds—For construction program. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co. and Drexel & Co. (jointly); The First Bos- 
ton Corp.; Kuhn, Loeb & Co.; White, Weld & Co. Bids— 
Tentatively expected to be received on Dec. 9. 


Plantation Farms, Inc. (N. J.) 
Oct. 26 (letter of notification) 900 shares of common 
stock (no par). Price—$100 per share. Proceeds—To 
lease land, purchase equipment and for working capital. 
Office—42 North Main St., Pleasantville, N. J. Under- 
writer—None. 


Porter-Cable Machine Co., Syracuse, N. Y. 
Nov. 9 (letter of notification) 4,600 shares of common 
stock (no par). Price—$21.50 per share. Proceeds—To 
Geraldine R. Denison, the selling stockholder. Under- 
writer—William N. Pope, Inc., Syracuse, N. Y. 


* Procter & Gamble Co. 

Nov. 16 filed 1,200 participations in the Procter & Gam- 
ble Profit Sharing Dividend Plan, 900 participations in 
the Procter & Gamble Stock Purchase Plan and 35.000 
shares of common stock of Procter & Gamble Co. Under- 
writer—None. 


*% Quebec Hydro-Electric Commission (12/2) 

Nov. 13 filed $50,000,000 of debentures, series K, dated 
Dec. 1, 1953 and due to mature Dec. 1, 1978 (to be uncon- 
ditionally guaranteed as to principal and interest by 
the Province of Quebec). Price—To be supplied by 
amendment. Proceeds—For new construction. Under- 
writers—The First Boston Corp.; A. E. Ames & Co.. Inc.: 
Harriman Ripley & Co., Inc.; Smith, Barney & Co.: Wood. 
Gundy & Co.; Inc.; The Dominion Securities Corp.; and 
McLeod, Young, Weir, Inc.: all of New York. 


Rochester Telephone Corp. 11/20) 
Oct. 30 filed 156,250 shares of common stock (par $10) 
to be offered for subscription by common stockholders of 
record Nov. 19 at rate of one new share for each four 
shares held; rights to expire on Dec. 7. Price—To be 
supplied by amendment. Proceeds—To repay bank loans 
and for new construction. Underwriter — The First 
Boston Corp., New York. 

Saint Anne’s Oil Production Co. 
April 23 filed 165,000 shares of common stock (par $1). 
Price — $5 per share. Proceeds—To acquire stock of 
Neb-Tex Oil Co., to pay loans and for working capital. 
Office—Northwood, Iowa. Underwriter—Sills, Fairman 
& Harris of Chicago, Ill. Registration statement may be 
revised. 

Silver Dollar Exploration & Development Co. 
Aug. 20 (letter of notification) 1,000,000 shares of com- 


mon stock. Price — 30 cents per share. Proceeds—For 
exploration. Office—West 909 Sprague Ave., Spokane, 
Wash. Underwriter — Mines Financing, Inc., Spokane, 
Wash. 


® Skyway Broadcasting Co. (11/24) 
Nov. 6 (letter of notification) subscription agreements 
for 2,000 shares of common stock. Price—At par ($50 
per share). Proceeds—For studio remodeling. Address— 
Radio Station WLOS, Battery Park Hotel, Ashville, 
N. C. Underwriter—McCarley & Co., Inc., Ashville, N. C. 


Snoose Mining Co., Hailey, Idaho 
Oct. 30 (letter of notification) 1,000,000 shares of com- 
mon stock. Price—At par (25 cents per share). Pro- 
ceeds—For machinery and equipment. Underwriter— 
E. W. McRoberts & Co., Twin Falls, Idaho. 


Southwestern Investment Co. (11/24) . 
Nov. 4 filed $700,000 of 542% capital debentures, series 
B. due Dec. 1, 1963. Price—9242% and accrued interest. 
Proceeds—For working capital. Office—Amarillo, Tex. 
Underwriter—The First Trust Co. of Lincoln, Neb. 


Southwestern Investment Co., Amarillo, Tex. 
Nov. 4 filed 10,000 shares of common stock (par $5), 
to be offered for subscription by employees of the com- 
pany and its subsidiaries under the company’s Employee 
Purchase Plan. Price—To be supplied by amendment. 
Proceeds—For working capital. Underwriter—None. 


Sta-Tex Oil Co. 
Oct. 2 (letter of notification) 300,000 shares of common 
stock (par five cents). Price—$1 per share. Proceeds— 
For drilling costs. Underwriter—Arthur R. Gilman, 20 
Broad Street, New York City. 


Strategic Materials Corp., Buffalo, N. Y. 
Aug. 31 filed 198,500 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
at rate of one new share for each share held. Price 
—To be supplied by amendment. Proceeds—To repay 
bank loans and other indebtedness, for further explora- 
tion of properties and for additional working capital. 
Underwriters—Hamlin & Lunt, Buffalo, N. Y., and Allen 
& Co., New York, W. C. Pitfield & Co., Ltd., of Montreal, 
Canada, has agreed to purchase 50,000 shares from the 
underwriters for distribution in Canada. 


Tennessee Gas Transmission Co. (12/1) 

Oct. 30 filed $25,000,000 of first mortgage pipe line bonds 
due Nov. 1, 1973. Purpose—To repay bank loans and for 
expansion program. Underwriters — To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.: Stone & Webster Securities Corp. and White, 
Weld & Co. (jointly). Bids — To be received up to 11 
a.m. (EST) on Dec. 1 at office of Messrs. Cahill, Gordon, 
Zachry & Reindel, 63 Wall St., New York 5, N. Y. 


* Thermoid Co., Trenton, N. J. 
Nov. 16 filed 1,400 memberships in the Employees’ Thrift 
Bonus Plan together with 82,000 shares of common stock 
and 16.000 shares of $2.50 cumulative convertible pre- 
ferred stock which may be purchased under the terms 
of the plan. 


® Trabella Uranium Mines, Inc., 

Colorado Springs, Colo. 
Nov. 6 (letter of notification) 1,000,000 shares of common 
stock. Price—At par (10 cents per share). Proceeds—For 
drilling and new equipment. Office—126 South Tejon St., 
Colorado Springs, Colo. Underwriter—None. 


Tri Dent Corp. (N. J.) 
Nov. 6 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds— 
For working capital and for general corporate purposes. 
Office—128 Linden Ave., Jersey City, N. J. Business— 
To manufacture a new toothbrush. Underwriter—Charles 
J. Maggio, Inc., New York. 


United Merchants & Manufacturers, Inc. 

Oct. 7 filed 574,321 shares of common stock (par $1). 
Price—At the market (either on the New York Stock 
Exchange or through secondary distributions). Proceeds 
—To a group of selling stockholders who will receive 
the said shares in exchange for outstanding preferred 
and common stock of A. D. Juilliard & Co., Inc., on the 
basis of 61% shares of United Merchants stock for each 
Juilliard common or preferred share. Underwriter —~ 
None. Statement effective Oct. 26. 


@ United Rayon Mfg. Corp. (Netherlands) (12/3)' 
Oct. 9 filed “A. K. U.” American depositary receipts for 
180,000 American shares representing 10,000 ordinary 
shares of A. K. U. at the rate of 20 American shares for 
each ordinary share of Hfl.1,000 par value. Price—To 
be supplied by amendment. Proceeds—To selling stock- 
holders, who purchased the ordinary shares from the 
company, the proceeds to be used by it for capital addi- 
tions to plants and facilities. Underwriter — Lazard 
Freres & Co., New York. 

*% Uranium, Inc. Salt Lake City, Utah 

stock (par one cent). Price—Six cents per share. Pro- 
ceeds—To equip and survey properties and for working 


capital. Office—702 Walker Bank Bldg., Salt Lake City, 
Utah. Underwriter—Cayias Brokerage Co., Salt Lake 
City, Utah. 


Ute Uranium, Inc., Denver, Colo. 
Oct. 19 (letter of notification) 22,500,000 shares of com- 
mon stock. Price—At par (1 cent per share). Proceeds 
—For mining and drilling. Office —602 First National 
Bank Bldg., Denver 2, Colo. Underwriter—Kamp & Co., 
Inc., and Fred W. Miller & Co., both of Denver, Colo. 

Virginia Electric & Power Co. (12/1) 
Oct. 28 filed 558,946 shares of common stock (par $10). 
Price—To be supplied by amendment. Proceeds 
construction program. Underwriters—To be detern ined 
by competitive bidding. Probable bidders: Stone & Web- 
ster Securities Corp.: Blyth & Co., Inc.; Merrill Lynch, 
Pierce, Fenner & Beane, and Kidder, Peabody & Co 
Bids—To be received up to 11 a.m. (EST) on Dec. 1 at 
Room 735, 11 Broad St., New York, N. Y 
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@ Warren Telephone Co., Warren, Ohio ; 
Oct. 27 (letter of notification) 3,000 shares of $5 dividend 
preferred stock (no par) being offered for subscription 
by preferred stockholders of record Nov. 10 on the basis 
of 0.178147 of one new share for each share held; rights 
expire on Nov. 28. Price—$100 per share and accrued 
dividends. Proceeds—To discharge short-term indebted- 
ness and for improvements and expansions to plant. 
Office—220 South Park Ave., Warren, Ohio. Underwriter 
—None. 


Washington Water Power Co. 

May 7 filed 1,088,940 shares of $1.28 cumulative con- 
vertible preferred stock (par $25) and 1,088,939 shares of 
common stock (no par) to be issued in connection with 
the proposed merger into company of Puget Sound Pow- 
er & Light Co. on the basis of one-half share of pre- 
ferred and one-half share of common for each Puget 
Sound common share to holders who do not elect to re- 
ceive cash at the rate of $27 per share. Underwriter— 
None. 


West Coast Pipe Line Co., Dallas, Tex. 

Nov. 20 filed $29,000,000 12-year 6% debentures due Dec. 
15, 1964, and 580,000 shares of common stock (par 50 
cents) to be offered in units of one $50 debenture and 
one share of stock. Price — To be supplied by amend- 
anent. Proceeds—From sale of units and 1,125,000 addi- 
tional shares of common stock and private sale of $55,- 
000,000 first mortgage bonds, to be used to build a 1,030 
anile crude oil pipeline. Underwriters—White, Weld & 
Co. and Union Securities Corp., both of New York. Of- 
@ering—Postponed indefinitely. 


West Coast Pipe Line Co., Dallas, Tex. 
Wov. 20 filed 1,125,000 shares of common stock (par 50 
cents). Price—To be supplied by amendment. Proceeds 
—Together with other funds, to be used to build pipe- 
Hine. Underwriters — White, Weld & Co. and Union Se- 
curities Corp., both of New York. Offering—Postponed 
indefinitely. TS 


Western Empire Petroleum Co., Ogden, Utah 
Oct. 22 (letter of notification) 3,000,000 shares of com- 
enon stock (par 10 cents). Price—5 cents per share. 
Wroceeds — For additional working capital, to acquire 
feases, drill well, etc. Office—812 Eccles Bldg., Ogden, 
Wtah. Underwriter — Samuel B. Franklin & Co., Los 
Angeles, Calif. 


+ Western Ventures, Inc., Spokane, Wash. 

INov. 9 (letter of notification) 400,000 shares of common 
sstock. Proceeds—To purchase and install plant. Price— 
30 cents per share. Office—3414 West Euclid, Spokane, 
Wash. Underwriter—None. 


@ Worcester County Electric Co. 
Oct. 12 filed 75,000 shares of $4.44 cumulative preferred 
stock (par $100). Price—$102.068 per share. Proceeds— 
“To repay bank loans and for new construction. Under- 
writer—Lehman Brothers, who was awarded the issue 
on Nov. 18. 

Wyoming Oil Co., Denver, Colo. 
Wov. 3 (letter of notification) 5,000,000 shares of common 
stock (par five cents). Price—5'2 cents per share. Pro- 
«ceeds -— For drilling expenses. Office — 301 Kittredge 
Wlidg., Denver, Colo. Underwriter — Robert W. Wilson, 
Wenver, Colo. 


Prospective Offerings 


American Louisiana Pipe Line Co. 
INov. 10 company, a subsidiary of American Natural Gas 
€o., asked Federal Power Commission to authorize con- 
struction of a $130,000,000 pipe line, to be financed 
through the issuance of $97,500,000 of first mortgage 
bonds, $12,000,000 of interim notes convertible to pre- 
ferred stock at option of company, and $20,500,000 of 
common stock (par $100), the latter to be sold to parent. 


®@ Appalachian Electric Power Co. (1/11) 

Wov. 10 it was announced company plans to issue and sell 
$20,000,000 first mortgage bonds due 1984. Proceeds—To 
trepay bank loans and for new construction. Underwriters 
—~To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston 
€orp.; Kuhn, Loeb & Co. and Union Securities Corp. 
<jointly); Harriman Ripley & Co. Inc. Bids—Tentatively 
sscheduled to be received up to 11 a.m. (EST) on Jan. 
Ul. Registration—Planned for Dec. 9. 


Atlantic City Electric Co. 

©ct. 5 B. L. England, President, announced that the com- 
any plans to issue and sell early next year about $4,- 
@00,000 of new bonds and make an offering to stockhold- 
ers on a 1-for-10 basis of sufficient common stock to 
vaise an additional estimated $3,000,000. Proceeds—For 
construction program. Underwriters—For common stock 
nay be Union Securities Corp. and Smith, Barney & 
€o. Previous bond issue was placed privately. 


Bagdad Copper Corp. 
Oct. 26 it was reported company has advised stockhold- 


@rs it had revised downward from $14,000,000 to between 
$7,600,000 and $8,000,000 its needs for new financing. 

@ Baitimore & Ohio RR. 

Nov. 9 it was reported company is planning to issue $60,- 
000.000 of new collateral trust 4% bonds to mature in 


i-to-16 years in exchange for a like amount of collateral 
trust bonds due Jan. 1, 1965 now held by the Recon- 
struction Finance Corporation. The latter in turn plans 
to offer the new bonds to a group of investment houses 
including Halsey, Stuart & Co. Inc.; The First Boston 
Corp.: Merrill Lynch, Pierce, Fenner & Beane: Alex. 
Brown & Sons; and others. The bankers would then 
offer the bonds to the public. 
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Central Illinois Electric & Gas Co. 
Oct. 30 it was announced company intends to offer and 
sell (in addition to 70,400 shares of common stock to 
stockholders) an issue of 15,000 shares of cumulative 
preferred stock, par $100, later this year and $4,000,000 
ot first mortgage bonds about the middle of 1954. Pro- 
ceeds — To repay bank loans and for new construction. 
Underwriters — (1) For preferred stock—Stone & Web- 
ster Securities Corp., New York. (2) For bonds—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Stone & Webster Securities 
Corp.; Kidder, Peabody & Co. and White, Weld & Co. 
(jointly). 

Central Maine Power Co. 

Oct. 7 it was reported company plans sale during the 
first quarter of 1954 of $10,000,000 common stock after 
distribution by New England Public Service Co. of its 
holdings of Central Maine Power Co. common stock. 
Probable bidders: Blyth & Co., Inc. and Kidder, Peabody 
& Co. (jointly); Coffin & Burr, Inc.; A. C. Allyn & Co., 
Inc. and Bear, Stearns & Co. (jointly); Harriman Ripley 
& Co., Inc. 


Central National Bank of Cleveland 
Nov. 2 offering to stockholders of 140,625 shares of capi- 
tal stock (par $16) was made on basis of one new share 
for each four shares held as of Oct. 27; rights expire on 
Nov. 24. Price—$28 per share. ProceedsS—To increase 
capital and surplus. Underwriter — McDonald & Co., 
Cleveland, Ohio. 


* Colorado Oil & Gas Co. 

Nov. 12 it was reported company, a subsidiary of Colo- 
rado Interstate Gas Co., plans issuance and sale of about 
$20,000,000 of common stock. Proceeds—For exploration 
and development. Underwriter—Union Securities Corp., 
New York. Offering—Expected in February. 


Commercial State Bank & Trust Co. of 
New York (11/23) 
Nov. 6 it was announced company plans to offer to its 
stockholders 11,000 additional shares of capital stock (par 
$25) on a 1-for-5 basis held on Nov. 23; with rights to 
expire on Dec. 10. Price—$45 per share. Proceeds—To 
increase capital and surplus. 


Commonwealth Edison Co. 

Oct. 19 Willis Gale, Chairman, announced that if the 
separation of the gas and electric properties is carried 
out, a substantial block, perhaps $60,000,000, of mortgage 
bonds constituting a lien on the gas properties would be 
sold to public investors by Edison as the next step in 
financing its $1,100,000,000 postwar construction pro- 
gram. Upon transfer of the properties, Northern Illinois 
Gas Co., the new gas company to he formed would as- 
sume the sale obligation of the bonds. Probable bidders: 
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co.; The 
First Boston Corp.; Kuhn, Loeb & Co., Lehman Brothers 
and American Securities Corp. (jointly). 


Consolidated Edison Co. of 
New York, Inc. (1/12) 

Nov. 10 it was reported the company is planning to 
apply to the New York P. S. Commission for authority to 
issue and sell $35,000,000 of 30-year first and refunding 
mortgage bonds, series J, due 1984. Proceeds—To repay 
bank loans and for new construction. Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; 
The First Boston Corp. Bids—Expected to be received 
Jan. 12. 


Consumers Power Co. (1/6) 

Oct. 30 company filed an application with Michigan P. S. 
Commission for authority to offer 679,436 additional 
shares of common stock to shareholders for subscription 
on basis of one share for each 10 shares held as of Jan. 
7, 1954; rights to expire on Jan. 22, 1954. Unsubscribed 
shares will be offered first to employees. Price—To be 
determined by company and announced on Jan. 4, 1954. 
Proceeds—For construction program. Underwriters—To 
be determined by competitive bidding. Probable bidders: 
Morgan, Stanley & Co.; Harriman Ripley & Co. and The 
First Boston Corp. (jointly); Lehman Brothers. Bids— 
To be received on Jan. 6. 


Delaware Power & Light Co. 

Oct. 5 it was announced company plans to issue and sell 
in 1954 about $10,000,000 of first mortgage and collateral 
trust bonds. Proceeds—For construction program. Un- 
derwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp. and Blyth & Co., Inc. (jointly); White, 
Weld & Co. and Shields & Co. (jointly); Union Securi- 
ties Corp.; Lehman Brothers; Morgan Stanley & Co.; 
Kuhn, Loeb & Co. and Salomon Bros. & Hutzler (jointly); 
W. C. Langley & Co. 


® Erie RR. (12/10) 

3ids will be received by the company up to noon (EST) 
on Dec. 10 for the purchase from it of $5,400,000 equip- 
ment trust certificates to be dated Jan. 15, 1954 and due 
annually 1955-1969, inclusive. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Kidder, 
Peabody & Co.; Blair, Rollins & Co. Ine. 


Essex County Electric Co. 

Sept. 21 it was reported company plans issuance and 
sale of $4,000,000 30-year first mortgage bonds. Under- 
writers — May be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman 
Brothers, Merrill Lynch, Pierce, Fenner & Beane and 
Union Securities Corp. (jointly). 

* Fire Association of Philadelphia (1/18) 

Nov. 16 it was announced company plans to offer to its 
stockholders Jan. 18, 1954, the right to subscribe on or 
before Feb. 17 for 340,000 additional shares of capital 
stock (par $10) on the basis of one new share for each 
share held. Price—Expected to be $22.50 per share. Pro- 
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ceeds—To increase capital and surplus. Underwriter— 
None, but The First Boston Corp., New York, will act as 
advisors to the company. Meeting — Stockholders will 
vote Jan. 14 on increasing authorized number of shares 
from 360,000 (340,000 outstanding) to 800,000. 

Fruehauf Trailer Co. 
Nov. 5 it was reported early registration is planned of 
$10,000,000 convertible subordinated debentures due 1973. 
Underwriter—Lehman Brothers, New York. 

General Tire & Rubber Co. 
Oct. 23 it was announced stockholders on Dec. 3 will 
vote on approving a proposal to authorize 350,000 shares 
of $100 par preferred stock. There are said to be no 


present plans for issuing any of these shares when auth- 
orized. 


Houston Lighting & Power Co. 
Sept. 25 it was reported company plans some new fi- 
nancing to provide funds for its construction program. 
Bidders for about $25,000,000 of bonds may include Hal- 
sey, Stuart & Co. Inc.; Kuhn, Loeb & Co.; Union Se- 
curities Corp.;; Lehman Brothers; Smith, Barney & Co.; 
Kidder, Peabody & Co.; Equitable Securities Corp. 


Idaho Power Co. 

Aug. 6, officials of Blyth & Co., Inc. and Bankers Trust 
Co., New York, testified before the Federal Power Com- 
mission that this company plans to raise $184,550,000 
to finance construction of three hydro-electric projects 
on Snake River, Idaho. If approved, the financing will 
consist of $105,000,000 of bonds through 1962; $27,400,000 
of preferred stock; and $52,150,000 of common stock. 
Throughout the financing period, the company would 
borrow and repay $29,000,000 of short-term loans. Final 
financing details would depend on market conditions. 


* lowa-illinois Gas & Electric Co. 

Nov. 10 it was reported company plans issuance and 
sale of 40,000 shares of preferred stock (par $100). Pro- 
ceeds—To repay bank loans and for new construction. 
Underwriters—If by competitive bidding, they may in- 
clude: The First Boston Corp.; Lehman Brothers; Blyth 
& Co., Inc.; Kuhn, Loeb & Co.; Glore, Forgan & Co.; 
Merrill Lynch, Pierce, Fenner & Beane and White, Weld 
& Co. (jointly); Harriman Ripley & Co., Inc.; Salomon 
Bros. & Hutzler. Offering—Expected in January. 


Long Island Lighting Co. 

Nov. 9 it was announced that to complete the construc- 
tion program through 1955, it is estimated that the com- 
pany will require approximately $55,000,000 in addition 
to proceeds from the common stock offerings in October 
and from the sale of $25,000,000 of bonds this week, and 
from funds expected to be provided by depreciation ac- 
cruals and retained earnings. The nature, amounts and 
timing of such additional financing will depend in part 
on construction progress and market conditions exist- 
ing from time to time. 


% Louisville & Nashville RR. (11/30) 

Bids are expected to be received by the company up 
to noon (EST) on Nov. 30 for the purchase from it of $6,- 
765,000 equipment trust certificates, series N, to be dated 
Dec. 15, 1953, and to mature in annual instalments to 
and including Dec. 15, 1968. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler: Kidder, 
Peabody & Co.; Blair, Rollins & Co. Inc. 


*% Louisville & Nashville RR. 
Nov. 12 it was reported that the company may issue and 
sell an issue of bonds late in 1954. Proceeds—To retire 
$24,610,000 Atlanta, Knoxville & Cincinnati Division 4% 
bonds due May 1, 1955, and for general corporate pur- 
poses. Underwriters—May be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.: 
Morgan Stanley & Co.; White, Weld & Co. and Salomon 
Bros. & Hutzler (jointly). 

Maier Brewing Co., Los Angeles, Calif. 
April 18 it was announced company will offer 400,000 
additional shares of common stock to its stockholders at 
rate of four new shares for each share held. Price—$5 
per share. Preoeeds — To help finance a new bottling 
plant. Underwriter—None. 
_ McBride Oil & Gas Corp., Houston, Tex. 
Nov. 8 it was announced that early registration is ex- 
pected of approximately $5,000,000 of common stock. 
Price—Expected to be about $2 per share. Proceeds— 
For expansion program. Underwriter — Bryan & Co., 
Houston, Tex. 

Milwaukee Gas Light Co. 
July 7 company sought SEC approval of a bank loan 
of $9,000,000 the mature Aug. 1, 1954. These borrowings. 
plus retained earnings, are designed to finance expansion 
pending formulation of permanent financing prior to 
maturity of notes. Probable bidders for bonds: Halsey, 
Stuart & Co. Inc.; Glore, Forgan & Co. and Lehman 
Brothers (jointly); Smith, Barney & Co. and Blyth & 
Co., Inc. (jointly); Kuhn, Loeb & Co.; Kidder, Peabody 
& Co.; Harriman Ripley & Co. Inc. 

Montreal (City of) 
Nov. 5 it was reported that early registration is expected 
Of $22,844,00 bonds due in 1 to 19 years. Underwriters 

Probably Shields & Co., Savard & Hart and Halsey, 
Stuart & Co., Inc. 

Montreal Transportation Commission 
Nov. 5 it was reported that an issue of $15,000,000 bonds 
will be offered following financing City of Montreal. 
Underwriter—Probably Shields & Co., New York. 
* New England Electric System 
Nov. 13 it was announced Bartholomew A. Brickley, 
trustee for Internaticnal Hydro-Electric System, has filed 
a petition with the U. S. District Court to sell 125.900 
shares of NEES common stock before Jan. 1, 1954 in 
order to establish a tax loss. A hearing will be held o 


Continued on page 46 








46 


(1974) 


Continued from page 45 


Nov. 30. Underwriters—To be determined by competitive 
bidding.. Probable bidders: Blyth & Co., Inc., Lehman 
Brothers and Bear, Stearns & Co. (jointly); Carl M. 
Loeb, Rhoades & Co., Ladenburg, Thalmann & Co. and 
Wertheim & Co. (jointly); Merrill Lynch, Pierce, Fen- 
ner & Beane, Kidder, Peabody & Co. and White, Weld 
& Co. (jointly); The First Boston Corp.; Harriman Rip- 
ley & Co., Inc. and Goldman, Sachs & Co. (jointly). 


@New York, New Haven & Hartford RR. (12/9) 
Nov. 10 it was reported company is planning issuance 
and sale of $6,600,000 equipment trust certificates about 
Dec. 9. An additional $6,600,000 certificates will be of- 
fered later. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler; Kidder, Peabody & Co.; Blair, 
Rollins & Co. Inc. 


North American Acceptance Corp. 
Oct. 15 it was reported company plans to issue and sell 
in January all or part of 300,000 authorized shares of 
preferred stock (par $10), subject to approval of stock- 
helders on Dec. 17. Underwriter—J.G. White & Co., New 
York. 


Northern Illinois Gas Co. 
See Commonwealth Edison Co. above. 


Ohio Edison Co. (1/13) 

Oct. 22 it was reported company plans to offer for sub- 
scription by its common stockholders of record Jan. 13, 
on a 1-for-10 basis, 527,830 additional shares of common 
stock (with an oversubscription privilege). Price—Ex- 
pected to be named on Jan. 11. Proceeds—For con- 
struction program. Underwriters—To be determined 
by competitive bidding. Probable bidders: Morgan 
Stanley & Co.; Lehman Brothers and Bear, Stearns & 
Co. (jointly); The First Boston Corp,; Merrill Lynch, 
Pierce, Fenner & Beane and Kidder, Peabody & Co. 
(jointly); Glore, Forgan & Co. and White, Weld & Co. 
(jointly). Bids—Expected to be received on Jan. 13. 


Ohio Edison Co. (1/19) 

Oct. 22 it was reported company tentatively plans to issue 
and sell an issue of $30,000,000 first mortgage bonds due 
1984. Proceeds — For repayment of bank loans and for 
new construction. Underwriters — To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Morgan Stanley & Co.; The First Boston Corp.; 
Glore, Forgan & Co., White, Weld & Co. and Union Se- 
curities Corp. (jointly). Bids—-Expected to be received 
on or about Jan. 19. 


Pacific National Bank of San Francisco (Calif.) 
Oct. 28 it was announced that company is offering stock- 
holders of record Oct. 26 the right to subscribe for 37,400 
shares of common stock (par $20) on the basis of two 
new shares for each three shares held; rights to expire 
on Nov. 25. Price—$25 per share. Proceeds—To increase 
capital and surplus. Underwriters—Elworthy & Co. and 
Shuman, Agnew & Co., both of San Francisco, Calif. 
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Pacific Northwest Pipeline Corp. 

Jan 29 company received FPC permission to file a third 
substitute application proposing to construct a 1,466- 
mile transmission line extending from the San Juan 
Basin in New Mexico and Colorado to market areas in 
the Pacific Northwest. Estimated overall capital cost 
of the project is $186,000,000, including $2,000,000 for 
working capital. Financing is expected to consist of first 
mortgage pipe line bonds and preferred and common 
stocks. Underwriters—White, Weld & Co. and Kidder, 
Peabody & Co., both of New York, and Dominion Secu- 
rities Corp. Ltd., Toronto, Canada. 


Pacific Telephone & Telegraph Co. 


July 2 it was announced company plans to issue and 
sell to its stockholders 1,004,603 additional shares of 
capital stock on a 1-for-7 basis. Price—At par (100 per 
share. Proceeds—To repay bank loans. Underwriter— 
None. American Telephone & Telegraph Co., parent, 
owns 91.25% of Pacific’s outstanding stock. Offering— 
Not expected until the early part of 1954. 


Public Service Co. of Colorado 


Oct. 13 it was reported company is planning to float an 
issue of $15,000,000 first mortgage bonds, due 1984, early 
next year. Proceeds—For financing, in part, a $17,000,- 
000 electric generating plant to be constructed in Denver, 
Colo. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co.; The First Boston Corp.; Harris, Hall 
& Co. Inc.; Harriman Ripley & Co., Inc. and Union Se- 
curities Corp. (jointly); Lehman Brothers; Kidder, Pea- 
body & Co.; Blyth & Co., Inc. and Smith, Barney & Co. 
(jointiy). 


Public Service Co. of Indiana, Inc. (1/12) 


Nov. 10 it was reported the company is planning to issue 
and sell $25,000,000 first mortgage bonds, series K, due 
1984. Proceeds—To repay bank loans and for new con- 
struction. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Blyth & Co., Inc.; Kuhn, Loeb & Co.; The First Boston 
Corp.; Glore, Forgan & Co.; Harriman Ripley & Co. Inc. 
Bids—Tentatively expected to be received on Jan. 12. 
Registration—Expected about mid-December. 


Riddle Airlines, Inc., New York 
Aug. 11 it was announced company plans future public 
financing to secure cargo transport aircraft. 


Ritter Finance Co., Inc., 
Jenkintown, Pa. (12/7-10) 


Nov. 5 it was reported company plans to offer $1,000,000 
512% 12-year subordinated debentures. Underwriter— 
Stroud & Co., Inc., Philadelphia, Pa. Offering—Expect- 
ed about mid-December. Registration—Planned for be- 
tween Nov. 16-20. 








* St. Louis-San Francicso Ry (12/8) f 

Bids are expected to be received by the company on 
Dec. & for the purchase from it of $7,500,000 equipment 
trust certificates, series M, to be dated Jan. 1, 1954 and 
to mature annually to and including Jan. 1, 1969. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. & 
Hutzler; Kidder, Peabody & Co.; Blair, Rollins & Co., Inc. 


Southern Pacific Co. (12/3) 
Bids will be received up to noon (EST) on Dec. 3 for 
the purchase from the company of $5,925,000 equipment 
trust certificates due annually on Nov. 1 from 1954 to 
1968, inclusive. Probable bidders: Halsey, Stuart & Co. 
Inc.; Salomon Bros. & Hutzler; Kidder, Peabody & Co.; 
Blair, Rollins & Co., Inc. 


Southwestern Development Co. 
See Westpan Hydrocarbon Co. pelow. 


5e0uthwestern Public Service Co. 

Aug. 6-it was announced company plans to issue and 
sell about $20,000,000 of securities (to consist of around 
$12,000,000 bonds; from $2,000,000 to $3,000,000 of pre- 
ferred stock; and the remainder in cOmmon stock, the 
latter to be offered first to stockholders on a 1-for-13 
basis). Underwriter—Dillon, Read & Co., New York. 
Offering—Expected in January or February 1954. 


% Texas Natural Gasoline Co. (12/15) 

Nov. 10 it was reported early registration is expected of 
200,000 shares of common stock, of which 150,000 shares 
are to be for account of selling stockholders. Under- 
writers—Carl M. Loeb, Rhoades & Co., New York, and 
Dallas Rupe & Son, Dallas, Tex. 


% Welch Manufacturing Co., Inc. (11/19) 

Bids will be received at the office of the company in 
Milford, Del., up to 2:15 p.m. (EST) on Novy. 19 for the 
purchase from the Farmers Bank of the State of Dela- 
ware of 1,901 shares of common stock and 389 shares of 
preferred stock of the Welch Manufacturing Co., Inc. 
(formerly John H. Mulholland Co.) which were held as 
collateral for promissory notes of Clarence M. and Hilda 
M. Welch, which are in default. The Bank reserves the 
right to reject any and all bids. 


West Coast Transmission Co. 
Oct. 14 it was announced that company now plans to 
issue $29,000,000 in 1-to-542-year serial notes; $71,000,000 
in 20-year, first mortgage bonds; and $24,440,000 in sub- 
ordinated long-term debentures and 4,100,000 shares of 
common stock to be sold to the public. Proceeds—To 
finance construction of a natural gas pipe line from the 
Canadian Peace River field to western Washington and 
Oregon,, Underwriter—Eastman, Dillon & Co., New York. 


Westpan Hydrocarbon Co. 
July 1 SEC granted Sinclair Oi] Corp. an extension of 
six months from June 21, 1953, in which to dispose of its 
holdings of common stock in Westpan and the South- 
western Development Co. Sinclair owns 384,860 shares 
(52.85% ) of the stock of each of the other two companies, 
Underwriter—May be Union Securities Corp., New York, 




















mand. 


Our 


down until the news came out, de- 
veloping evidence of brisk de- 





mortgage bonds. 
In most of these instances, it 


Light Co. issue of $8,500,000 first Continued from page 8 















































Reporter's 


Report | 


The program set up by the 
Treasury for the refinancing of 
its impending $10 billion note ma- 
turity appeared to strike a satis- 
factory note with banking inter- 
ests. 


What would be done with the 
Dec. 1 maturity had been one of 
the things hanging over the mar- 
ket. There was some doubt that 
any attempt would be made to 
stretch-out the debt at this time. 


But the dual offering of 1232- 
month 1%s and a 212% note to 
run for little short of five years 
proved pleasantly surprising 
judging by comment in govern- 
ment bond circles. 

In fact it was the consensus that 
the maturities offered would 
have a stimulating effect on the 
government market. And the ma- 
jority expressed the belief that the 
longer issue would prove popular 
with a substantial number of hold- 
ers of the maturing issue out- 
side the Federal Reserve. 


The latter, of course, holds some 
seven billions of the maturing 
total and it can be assumed will 
take down the short-term 17%¢s in 
the exchange. The Treasury, it 




















was noted, stands to benefit from 
a reduction in its carrying costs 
through the current operation. 
The government market was 
immediately responsive to the an- 
mnouncement with the long-end of 
the list, which had been bogged 


GM’s Road Block 


As far as the new issue market 
is concerned, the General Motors 
Corp.’s financing plans, announced 
late last week, are looked upon 
as in the nature of a “road-block” 
for the corporate section. 

With this huge new block of 
debt securities, 300 millions of 
debentures, 25-year, due out 
early next month it can be ex- 
pected that other prospective bor- 


rowers will have difficulty in 
arousing buyer interest in the 
interval. 


Expected to be rated Triple A, 
and representing GM's only out- 
standing debt, there are many 
portfolio into this one will fit 
readily. It’s a large order, biggest 
industrial issue ever, but the 
quality is expected to make it at- 
tractive if the price is right. Street 
gossip ranges all the way from a 
3.25% to a 3.40% basis. But these 
details will be set when the of- 
fering date rolls closer. 


Issues Slated For Bids 


Among the more important new 
offerings which are scheduled for 
competitive bidding on Dec. 1 
next, are Columbus & Southern 
Ohio Electric’s $10,000,000 of 
bonds; Florida Power Corp.'s $10,- 
000,000 and a similar issue for 
Monongahela Power Co. 

On the same day bids will be 
opened for $25,000,000 first mort- 
gage, 25-year bonds of Tennessee 
Gas Transmission Corp. and for 
558,946 shares of common stock 
of Virginia Electric & Power Co. 

The following day brings $50,- 
000,000 of Quebec Hydro-Electric 
Commission debentures due in 
25-years and an Iowa Power & 





will be remembered, preliminary 
meetings with corporate officials 
are a must for final details be- 
fore bids are submitted. 


Toronto Debentures 
Publicly Offered 


Harriman Ripley & Co., Incor- 
porated and The Dominion Secu- 
rities Corporation head a group 
which is offering $18,600,000 Cor- 
poration of the City of Toronto 
(Province of Ontario, Canada) 
consolidated loan debentures bear- 
ing interest at rates from 3% to 
342% due in various amounts from 
Dec. 1, 1954 to 1983, inclusive. 
The debentures are offered at 
prices yielding 2.75% to 3.50% ac- 
cording to rate and maturity, plus 
accrued interest in each case. 

In the opinion of counsel, in- 
come tax presently imposed by 
the Canadian Government will not 
be payable, in respect of the 
debentures or interest thereon, by 
owners who are non-residents of 
Canada and succession duty pres- 
ently imposed by Canada or the 
Province of Ontario will not be 
payable in respect of the deben- 


tures or interest thereon, if owners 
of the debentures are not residents 
of Canada and the debentures are 
not registered on a register within 
Canada. 

Other members of the offering 
group are: The First Boston Cor- 
poration; Smith, Barney & Co.; 
Wood, Gundy & Co., Inc.; A. E. 
Ames & Co. Incorporated; and 
McLeod, Young, Weir, Incorpo- 
rated. 


Dealer-Broker Investment 
Recommendations & Literature 


Scruggs- Vandervoort-Barney, Inc.—Analysis—Edward D. Jones 
& Co., 300 North Fourth Street, St. Louis 2, Mo. 

Standard Gas & Electric Co.—Reappraisal—Sutro Bros. & Co., 
120 Broadway, New York 5, N. Y. Also available is a reap- 
praisal of Standard Power & Light Corp. 

Sterling Engine ‘Company—Bulletin—-de Witt Conklin Organ- 
ization, 100 Broadway, New York 5, N. Y. 








SECURITY TRADERS ASSOCIATION OF NEW YORK 


Security Traders Association of New York (STANY) Bowling 
League standing as of Nov. 12, 1953 is as follows: 


Team: Points 
Bean (Capt.), Bass, Valentine, McGovern, Bradley____ __- 34% 
Klein (Capt.), Fredericks, Murphy, Weseman, Huff_____-_- 30 
Leone (Capt.), Nieman, Gannon, Tisch, Greenberg___.---~- 30 
Krisam (Capt.), Pollack, Cohen, Smith, Strauss__________- 26 
Serlen (Capt.), Regers, Gold, Krumhoilz, Gersten__..___-- 25 
Meyer (Capt.), M. Meyer, Frankel, Wechsler, King_______-_ 21 
Hunter (Capt.), Brown, Reid, Farrell, Barker____________ 20% 
Burian (Capt.), Gavin, Clemence, Montanye, Whiting___-- 20% 
Kaiser (Capt.), Hunt, Werkmeister, Swenson, Ghegan_____ 18 
Growney (Capt.), Boggs, Siegel, Voccolli, Lienhardt_____ 17% 
Donadio (Capt.), Craig, Gronick, Bies, Demaye__.__..___-_ 16 
Manson (Capt.), Jacobs, Topol, Weissman, H. Frankel_____ ll 

200 Point Club 5 Point Club 

R, BEE aascanatnosaee Julie Bean 
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Bonds to Nationwide Banking Group 


Garden State Parkway obligations, guaranteed by the State of 

New Jersey, reoffered to public at prices scaled to yield from 

1.50% to 2.875%. Financing represents second and final issue 
under original $285,000,000 authorization. 


A nationwide banking group 
comprising 325 members and 
managed by The National City 
Bank of New York, Lehman 
Brothers, The Chase National 
Bank, Bankers Trust Company, 
First Nationa) Bank of New York, 
J. P. Morgan & Co. Incorporated 
and The First National Bank of 
Chicago was awarded on Nov. 18, 
an issue of $135,000,000 New 
Jersey Highway Authority State- 
guaranteea Parkway bonds. The 
award marked the second large 
Scale financing operation for the 
Garden State Parkway, 165-mile 
superhighway now under con- 
struction. The group bid 100.05 
for $13,400.000 bonds due 1960 to 
1968 bearing an interest rate of 
3% ; $50,650,000 bonds due 1969 to 
1971 and 1978 to 1983 carrying a 
2%4% coupon; $28,750,000 bonds 
due 1972 to 1977 carrying a.z4»% 
coupon; and $42,200,000 bonds 
due 1984 to 1988 carrying a 274° 
coupon, a net interest cost to the 


borrower of 2.7652%. The under- 
writing group is reoffering the 
bonds to the public at prices 


scaled to yield from 1.50% for the 
1960 maturity to 2.875% for bonds 
due in 1988. 

Proceeds from the current sale 
of series B bonds are expected to 
be sufficient to complete the 
inajor construction of the Park- 
way. In July of this year the 
Authority sold $150,000,000 series 
A State-guaranteed bonds to a 
banking group under substantially 
the same management as that of 
the present group. 

A considerable part of 
Parkway, 
Paramus and Paterson (in Bergen 
and Passaic Counties) to Cape 
May (at the southern tip of New 
Jersey's shore line) is under con- 
struction. 


It is expected that the entire 
Parkway will be open to traffic 
in 1954 and that major sections 
will be opened by Memorial Day 
in 1954. 


Series A and B bonds issued by 
the Authority carry the uncondi- 
tional guaranty of the State of 
New Jersey as to principal and 
interest. 


Bonds due between Jan. 1, 1964 
and Jan. 1. 1986 are subject to 
redemption beginning July 1, 1963 
at a premium of 4% to Jan. 1, 1968 
and thereafter at decreasing pre- 
miums. Bonds due in 1987 and 
1988 are redeemable beginning 
July 1, 1958 at a premium of 4% 
to Jan. 1, 1968 and thereafter at 
prices decreasing to the princi- 
pal amount. 

Other principal 
include: 


Guaranty Trust Company of New York 
Chemical Bank & Trust Company 


the 


underwriters 


Halsey, Stuart & Co. Inc 

Harriman Ripley & Co. Incorporated 

Smith, Barney & Co. 

The First Boston Corporation 

Biyth & Cc Inc. 

Harris Trust and Savings Bank 

The Northern Trust Company 

Continental Illinois National Bank & 
Trust Company of Chicago 

Cc. J. Devine & Co. 

Drexel & C« 

Goldman, Sachs & Co 

Kidder, Peabody & Co 

Phelps, Fenn & Co. 

The Philadelphia National Bank 

Salomon Bros. & Hutzler 

Union Securities Corporation 

B. J. Van Ingen & Co. Inc. 

Bear, Stearns & Co. 

Blair, Rollins & Co. Incorporated 

Eastman, Dillon & Co 

Equitable Securities Corporation 

Glore, Forgan & Co 


Ladenburg. Thalmann & Co 


Merriil Lynch. Pierce, Fenner & Beane 

National State Bank, Newark 

R. W. Pressprich & Co. 

Shields & Company 

Stone & Webster Securities Corporation 

White. Weld & Co 

Barr Brothers & Co 

A. GC. Allyn and Company Incorporated 

The First National Bank of Portland, 
Oregon 

Tra Haupt & Cc 

Kean, Taylor & Co 


which will extend from _ 


NOTICE IS HEREBY GIVEN 
suant 
Trust 
the undersigned and the Security 
Bank of Greensboro, Raleigh, North Caro- 
lina, 


the SECURITY 
North Carolina 
to 
required to be 
redemption 
on January 1 
Shall cease to accrue thereon 





Dated 


The Marine Trust Company of Western 
New York 

Mercantile Trust Company, St. Louis 

F. S. Moseley & Co. 

Paine, Webber, Jackson & Curtis 

Van Alstyne, Noel & Co. 

American Trust Company, San Francisco 

Bacon, Stevenson & Co. 

Alex. Brown & Sons 

Estabrook & Co. 

Hemphill, Noyes & Co. 

Hornblower & Weeks 

Reynolds & Co. 

Seattie-Pirst National Bank 

Wood, Struthers & Co. 

American Securities Corporation 

Bache & Co. 

The Boatmen's 
Louis 

Braun, Bosworth & Co. Incorporated 

D.ck & Merle-Smith 

Dominick & Dominick 

Eldredge & Co., Inc. 

First of Michigan Corporation 

Geo. B. Gibbons & Company Incorpo- 
rated 

Haligarten & Co. 

Hayden, Stone & Co. 

A. M. Kidder & Co. 

Laidlaw & Co. 

Aubrey G. Lanston & Co. Incorporated 

Lee Higginson Corporation 

Carl M. Loeb, Rhoades & Co. 

W. H. Morton & Co. Incorporated 

R. H. Moulton & Company 

Roosevelt & Cross Incorporated 

L. F. Rothschild & Co. 

Schoclikopf, Hutton & Pomeroy, Inc. 

F. S. Smithers & Co. 

Weedeu & Co. Incorporated 

Wertheim & Co. 

Robert Winthrop & Co. 

Dean Witter & Co 


National Bank of St. 


Adams, McEntee & Co., Inc. 
Andrews & Wells, Inc. 
A. G. Becker & Co. Incorporated 


William Blair & Company 

Boland, Saffin & Co 

J. C. Bradford & Co. 

Brown Brothers Harriman & Co. 

Central Republic Company (Incorpo- 
rated) 

Clark, Dodge & Co. 

Coffin & Burr Incorporated 

R. S. Dickson & Company Incorporated 

Francis I. du Pont & Co. 

J. B. Hanauer & Co. 

Hannahs, Ballin & Lee 

Hirsch & Co. 

W. E. Hutton & Co. 

The Illinois Company 

King, Quirk & Co. Incorporated 

Laurence M. Marks & Co 

Wm. E. Pollock & Co., Inc 

Julius A. Rippel, Inc. 

Schaffer, Necker & Co 

Shearson, Hammill & Co 

Stroud & Company Incorporated 

Trust Company of Georgia 


Van Deventer Brothers, Inc. 
G. H. Walker & Co. 
Chas. E. Weigold & Co., Inc. 


Butcher & Sherrerd 

California Bank, Los Angeles 

Camden Trust Company 

The First-Mechanics National 
Trenton 

Schmidt, Poole, Roberts & Parke 

Trenton Trust Company 


Midwest Exch. Member 
CHICAGO, Ill.—The Board 


Bank of 


of | 


Governors of the Midwest Stock | 
Exchange have elected to mem-| 
bership John 
Chicago. 


L. Porter, Jr., 


With Oscar Dooly 


MIAMI, Fla.—Raymund F. Mc- 


Adams has joined the staff of 
Oscar E. Dooly & Co., Ingraham 
Building. 


LEGAL NOTICE 


ABERDEEN AND ROCKFISH RAILROAD 
COMPANY 


Incorporated 
First Mortgage Three and One-Quarter 
Per Cent Bonds due July 1, 1960 


that, pur- 
to the 


dated 


provisions of 


as of July 1, 1945 between 


Nationa! 


Trustee, there have been drawn by 
lot for redemption and it is the intention 
of the undersigned to pay and redeem 
on January 1 1954, $3,000.00 principal 
amount of the above described bonds 
bearing Nos. 

5 — 19 75 
The bonds so designated for redemption 
will become due and payable on said re- 
demption date and will be redeemed on or 
after that date at the office of the Trustee 


NATION AL BANK, Raleigh 
at par and accrued int 
date. All such bonds 
presented for payment 
Said office of the 
1954 on which date 


erest 
are 
and 
Trustee 
interest 


redemption 


at 


ABERDEEN AND ROCKFISH RAILROAD 
COMPANY INCORPORATED 


By J. A. Brvant 
October 26. 1953 


Treasurer 














of | 


| 


the Deed of } 


. The Commercial and Financial Chronicte 


N. J. Highway Authority Awards $135,000,000 


First Bosfon Group 
Offer Utility Stock 


The First Boston Corp. and as- 
sociates publicly offered yesterday 
(Nov. 18) a new issue of 100,000 
shares of Iowa Southern Utilities 
Co. $15 par value common stock 
at a price of $20.12% per share. 
The Utility, which supplies elec- 
tric and gas service in southern 
and southeastern Iowa, will apply 
the proceeds of the financing to 
the cost of its construction pro- 
gram. 

Dividends on the common stock 
have been paid quarterly at the 
annual rate of $1.20 per share. At 
the conclusion of the present 
sale, the Company will have out- 
standing 728,597 shares of com- 
mon stock; 93,967 shares of pre- 
ferred stock (par value $30 per 
share) and $21,190,000 ir long- 
term debt. 

Operating revenues of the com- 
pany for the 12 months ended | 
Aug. 31, 1953, totaled $10,982,912 
and net income for the period 
amounted to $1,209,435, equal 
after preferred dividends, to $1.93 


per common share. The company 





DIVIDEND NOTICES 


CITY INVESTING COMPANY 


25 BROAD STREET, NEW YORK 4, N. 


The Beard cf Directors of this company on 
November 18, 1953, declared the regular quarterly 
dividend of $1.375 per share on the outstanding 
5'2’) Series Cumulative Preferred Stock of the 
company, payable January 1, 1954, to stock- 
holders of record at the close of business on 
December 15, 1953. 

The Board of Directors of this Company on 


> 


is completing construction of the 
second and final unit at its new 
station which will 
more than double the system’s 
with a re- 
sultant decrease in purchases of 
power requirements from over 


Bridgeport 


generating capacity 


50% to less than 31% 





DIVIDEND NOTICES 


DIVIDEND No. 56 = 


Hudson Bay Mining 
and Smelting Co., Limited 


A Dividend of one dollar ($1.00) 
(Canadian) per share has been de- 
clared on the Capital Stock of this 
Company, payable December 21, 1953, 
to shareholders of record at the close 
of business on November 20, 1953. 


H. E. DODGE, 








Treasurer. 

















Newmont Mining 
Corporation 


Dividend No. 101 


On November 17, 1953 the Directors of 
Newmont Mining Corporation declared a 
regular dividend of 50¢ per share on the 
2,658,230 shares of its Capital Stock now 
outstanding, payable December 14, 1953 and 
an extra dividend of 50¢ per share payable 
ommery 5, 1954, both payable to stock 
1olders of record at the close of business 
November 30, 1953. 


WILLIAM T. 
New York, N. Y., 


SMITH, 


November 17, 1953. 


Treasurer 








O’okiep Copper Company 


Limited 
Dividend No. 28 
The Board of Directors today declared a 
dividend of twelve shillings per share on the 


Ordinary Shares of the Company payable 
December 1, 1953. 


The Directors authorized the distribution 





November 18, 1953, declared a dividend of 
20 cents per share on the outstanding Common 
Stock of the company payable December 15, 


1953. to steckhoiders of record at the close of 
business on December 1, 1953 
EDWARD FRAHER, Secretary 








E. 1. DU PONT DE NEMOURS & COMPANY 


eu 5 rec ort 
Wilmington, Del., November 16, 1953 


The Board of Directors has declared this day 
regulor quarterly dividends of $1.12'/2 a 
share on the Preferred Stock—$4.50 Series 
and 87'/2¢ a share on the Preferred Stock 
—$3.50 Series, both payable January 
25, 1954, to stockholders of record at the 
close of business on January 8, 1954; 
also $1.25 a share on the Common Stock 
as the year-end dividend for 1953, pay- 
able December 14, 1953, to stockhold- 
ers of record at the close of business on 
November 23, 1953. 


L. pu P. COPELAND, Secretary 
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INTERNATIONAL SALT 
COMPANY 


DIVIDEND NO. 158 


A dividend of ONE DOLLAR 
a share has been declared on the 
capital stock of this Company, 
payable December 31, 1953, to 
stockholders of record at the 
close of business on December 





of the said dividend on December 11, 1953 
to the holders of record at the close of busi- 
ness on December 4, 1953 of American 
shares issued under the hha of the Deposit 
Agreement dated June 24, 1946. The divi 
dend will amount to approximately $1.68 per 
share, subject, however, to any change which 


may oecur in the rate of exchange for South 
Africa funds prior to December 1, 1953. 
Union of South Africa non-resident share 
holders tax at the rate of 7.2° will be 
deducted. 
By Order of the Board of Directors 
WALTER P. S¢ H MID, 


Assistant Secretary. 


New York, N. Y., November 13, 1953. 








UNITED GAS 


CORPORATION 


SHREVEPORT, LOUISIANA 


Dividend Notice 


The Board of Directors has this date 
declared a dividend of thirty-one and 
one-quarter cents (31%4¢) per share 
on the Common Stock of the Corpo- 
ration, payable January 2, 1954, to 
stockholders of record at the close of 
business on December 10, 1953. 
B. H. WinHAM 


November 18, 1953 Secretary 








| AMERICAN 





16, 1953. The stock transfer 
books of the Company will not 
be closed. 


HERVEY J. USBORN 
Exec. Vice Pres. & Sec’y. 


J, a 














ADVANCE ALUMINUM CASTINGS 
CORP. 


Chicago, Illinois 


The Board of Directors has declared 
a regular quarterly dividend of 12', 
cents per share, and an extra dividend 
of 12", cents per share, on the com- 
mon stock of the corporation, payable 
December 10, 1953, to stockholders of 


record at the close of business on 
December 1, 1953. 
ROY W. WILSON 
President 








COMPANY 


PREFERRED DIVIDEND 


| 
The Board of Directors of Amer- 
|ican Cyanamid Company today || 
declared a quarterly dividend of || 
| eighty- -seven and one-half cents 
|| (87%ec) per share on the outstand- 
ing shares of the Company’s 342% | 
Cumulative Preferred Stock, Series 
|| A and Series B. payable January 2, || 
| 1954, to the holders of such stock 
| of record at the close of business 
December 3, 1953. | 








COMMON DIVIDEND 


| 
i 

The Board of Directors of Amer- 
| ican Cyanamid Company today de- 
' 


clared a quarterly dividend of fifty 
cents (50¢r) 
standing 


per share on the out- 

shares of the Common 
Stock of the Company, payable 

| December 23. 1953, to the holders 
of such stock of record at the close 
of business December 3, 1953. 


R. 8. KYLE, Secretary 
| New York, November 17, 1953. 


>—— 























(1975) 47 


DIVIDEND NOTICES ” 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi-® 
dend of $1.00 per share and an additional 
dividend of 25 cents per share on the Com~ 
y’s capital stock, pa papalts December 15, 
953, to stockholders ° 
of business November 27, 1953. 


E. F. VANDERSTUCKEN, JR., @ 
Secretary 











REEVES BROTHERS, wc. 


DIVIDEND NOTICE 
A quarterly dividend of 30c per 
share has been declared, payable 
December 15, 1953, to stockholders 
of record at the close of business 


December 1, 1953. The transfer 
books of the Company will not be 
closed. 

J. E. REEVES, Treasurer 
November 16, 1953. 











ROME CABLE 





59th Consecutive Dividend 


The Board of Directors of Rome 
Cable Corporation has declared 
consecutive Dividend No. 59 for 
35 cents per share on the Common 
Capital Stock of the Corporation, 

payable January 5, 1954, to hold- 
| ers of record at the close of busi- 








ness on December 10, 1953. r 
| Gerarp A. Weltss, Secretary 
} Rome, N. Y., November 16, 1953 











‘The UNITED Corporation 


The Board of Directors has 
declared a semi-annual divi- 
dend of 10 cents per share, 
plus an extra dividend of 4 
cents per share on the COM- 
MON STOCK, both payable 
December 16, 1953 to stock- 
holders of record at the close 
of business November 25, 
1953. 

Wo. M. HICKEY, 
President 


November 13, 1953 












b | Public Service Electric 
| and Gas Company 


NEWARK.N. J. 














QCUARTERLY DIVIDENDS 


Dividends of $1.02 a share on the 
4.08% Cumulative Preferred Stock, 
$1.17% a share on the 4.70% Cu- 
mulative Preferred Stock, 35 cents 
a share on the $1.40 Dividend 
Preference Common Stock, and 40 
centsashare onthe Common Stock, 
have been declared for the quarter 
ending December 31, 1953, all 
payable on or before December 
23, 1953 to holders of record at 
the close of business on November 
30, 1953. 


GEORGE H. BLAKE 
President 
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C.—One 
cannot guess what finally will 
come out of the planning ma- 
chine, but Al Cole is working 
hard to shape up a new Ad- 


WASHINGTON, D. 


ministration housing program 
that would change considerably 
the climate of governmental 
aids and subsidies to the hous- 
ing industry. 

Cole, the able former Kansas 
Congressman, is Administrator 
of the Housing and Home Fi- 
nance Agency. The first job he 
was assigned as the top housing 
official of the Eisenhower Ad- 
ministration was to frame a 
recommended new program of 
housing legislation, including a 
re-shuffle of the Federal agen- 
cies handling this business. 


Own his own and in consulta- 
tion with industry and key 
Congressional figures, Mr. Cole 
probably could have come up 
with some pretty interesting an- 
aewers. However, the White 
House has a predilectfon for 
expert commissions, so-called, 
and it was ordained and decreed 
that a housing program should 
come from an especially created 
“President’s Advisory Commit- 
tee On Government Housing 
Policies and Programs.” 


This outfit was named for- 
mally by Executive order in 
September, but actually got go- 
fing informally last spring. It is 
composed of representatives of 
all segments of the home build- 
fing and financing industry, and 
“public interest” groups. The 
“public interest” groups include, 
reughly the lobbyists for public 
housing, for better housing for 
minority groups, and labor or- 
ganizations—in other words, of 
persons whose “public interest” 
consists in a vested interest in 
the public Treasury. 


Diverse Groups Disagree 


As was reported in this column 
months ago, the diverse groups 
naturally remained diverse. The 
housing construction industry, 
having become used to govern- 
ment-guaranteed mortgage 
loans with low rates of interest, 
Small down payments, and ex- 
traordinarily long-terms, 
wanted more of the same. They 
also wanted more direct Federal 
money for housing mortgages, 
whenever the flow of mortgage 
money dropped below a torrent. 
The lending institutions in gen- 
eral were opposed to this con- 
cept, particularly to more Fed- 
eral credit. The “public interest” 
groups were naturally horrified 
at any thought that good old 
Uncle Sam should diminish the 
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“Federal contribution” for pub- 
lic housing—a contribution, in- 
cidentally, amounting to 90% of 
the cost of these projects. 


Hence the great President's 
Advisory committee was able to 
advise nothing but more and 
better subsidies. This left Al 
Cole right back where he started 
from, even if the futility of the 
commission study idea does help 
to give the new occupants of 
the White House some lessons 
in their elementary course in 
government and politics, for 
which they are enrolled in a 
study period of from Jan. 20, 
1952 to Jan. 20, 1956. 


Emphasize Rebuilding 
Of Old Homes 


One of the key ideas being 
studied by Mr. Cole, it is re- 
ported, is a broad program for 
assisting the home-building in- 
dustry to go heavily into the 
reconstruction of older houses. 

Under Title I of FHA the gov- 
ernment insures 10% of a lend- 
ing institution’s total line of 
credit extended for “home mod- 
ernization and improvement 
loans.” This finances such things 
as a new furnace, possibly one 
new room, a new interior or 
exterior decoration job, and so 
on. This will be retained. 

However, present govern- 
ment-sponsored aids are said 
to be insufficient to permit a 
thorough-going face-lifting job 
on the estimated 30 million 
housing units in the United 
States 10 years or more older. 

What is needed is special- 
mortgage provisions under 
which a house may not merely 
be expanded as the family 
grows, but its contours or 
facade, if need be, can be 
changed to re-build it into the 
current fashion in housing. 


In the pell-mell rush to en- 
courage construction of new 
housing, first in the ’30s as a 
depression antidote, and in the 
post War II period as a pre- 
ventative of the so-called post- 
war readjustment, existing 
houses were neglected. The old 
house renovation business is 
said to offer wonderful possi- 
bilities, particularly if the hous- 
ing market should stay competi- 
tive for a little while. It also 
is said to offer a fruitful outlet 
for national economic activity 
to be given stimulus, should 
there be a business set-back. 

To accomplish this objective 
will probably necessitate setting 
up a new FHA deal on mort- 
gages on existing housing. It 
probably also will require the 
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adoptionof the “open end” mort- 
gage advocated by builders, 
whereby a mortgage in process 
of curtailment can be added 
to, to finance home renovation. 


Seek Better Deal on 
Public Housing 


Another phase of the new 
program is said to involve a 
change in the present arrange- 
ments on slum clearance and 
public housing. One of the more 
interesting changes mentioned 
is the enforcement of a provi- 
sion that NO municipality shall 
be entitled to Federal subsidies 
until and unless it enforces 
strictly its local ordinances 
against substandard housing, for 
reasons of public health and 
safety. 

Some thought is being given 
to the idea of junking the pres- 
ent rigid proportions of Federal 
subsidy, and of lowering them. 
Then the amount of the Federal 
subsidy would be_ regulated, 
case by case, according to the 
needs of each project, but in 
hardly any case would the Fed- 
eral government contribute 
nearly the whole sum (in dis- 
guise) as at present. 


Get Out of Mortgage 
Support Business 

Finally, another idea being 
given study is said to be that of 
eliminating the present second- 
ary market for guaranteed and 
insured funds, which is now 
financed entirely by Federal 
funds. 

Some thought is being given 
to creating a big Mortgage Dis- 
count Corporation (not neces- 
sarily its exact name), to be op- 
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“Bad news, C. B.—your sugar just turned sour!’’ 


erated under the supervision 
of the Federal Home Loan 
Bank Board. At the same time 
this Board would be broadened 
in its constitution to represent 
not merely the cooperative 
building associations, but also 
representatives of the housing 
construction, and other housing 
finance industries. 


Congress Will Be Cool 


Should any such program be 
offered to Congress in 1954, it 
is a pretty safe bet it would 
adopt almost anything adding 
to direct or indirect Federal 
subsidies, as for older housing. 
On the other hand, it as a dubi- 
ous prospect that in an election 
year Congress would have the 
temerity to curtail the propor- 
tion of Federal subsidies for 
public housing and slum clear- 
ance, thereby risking the ire of 
the big city political machines. 


Ives Can Be T-H Subcommittee 
Chairman 


If he wants to, Senator Irving 
M. Ives, Jr., of New York, can 
probably be Chairman of the 
Senate Labor subcommittee 
dealing with Taft-Hartley legis- 
lation, succeeding the late Sen- 
ator Taft. Senator Ives is Chair- 
man of the Civil Rights sub- 
committee and at present only 
acting Chairman of the T-H 
subgroup. No member of the 
committee can be chairman of 
more than one subcommittee, 
so Ives will have to elect which 
group he desires. 

Senator Ives is sponsor of a 
proposition for transferring the 
management and wage and pro- 
duction planning policies of 


American industry and agricul- 
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ture to a great national council, 
to be called a ‘“‘National Produc- 
tion Council.” 


syndicalism. 

one of the original directors of 
the Industry Council Associa- 
tion, Inc., established in 1950 to 


such a 


It is somewhat reminiscent of 





The New York Senator was 


promote the establishement of 
“National Production 
Council.” This national council 
would also be assisted by indus- 
trial councils in the basic in- 
dustries, such as farming, log- 
ging, fishing, retailing, etc. The 
councils would represent work- 
ers through labor unions, farm- 
ers, consumers, management, 
and the government. 

This National Production 
Council would be responsible 
for planning industrial and 
agricultural production, invest- 
ment, the employment (or non- 
employment) of new techno- 
logical advances, and it would 
determine wages and handle all 
labor-management relations. 


Hence it would become a 
super-government of the econ- 
omy, replacing business and in- 
dustrial management and also in 
effect, labor unions as well. 

On April 22, 1953, Senator 
Ives introduced Senate Bill 1729 
for himself and Senator Paul H. 
Douglas (D., Ill.) with a view of 
eventually providing for the 
establishment of such a Na- 
tional Production Council. 


(This column is intended to re- 





flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 
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